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A Study,  with  Recommendations,  of  the  Impacts 
on  Minority-owned,  Women-owned  and  Small  Businesses 
of  Bonding,  Insurance,  and  Other  Fee-related  Requirements 
of  Departments  and  Agencies  of  the  City  and  County  of  San  Francisco 
for  Businesses  Entering  into  Contracts  with  Such  Agencies 


SUMMARY  REPORT 


I NTRODUCT I ON 


On  August  10,  1984,  Ordinance  139-84  became  law  in  the  City  and  County  of 
San  Francisco.  It  established  as  City  policy  the  "full  and  equitable  par- 
ticipation" by  Minority  Business  Enterprises  (MBEs) , Women  Businesss  Enter- 
prises (WBEs)  and  Local  Business  Enterprises  (LBEs)  as  prime  contractors  in 
the  provision  of  goods  and  services  to  the  City. 

To  implement  this  policy,  the  ordinance  projects  a 30%  goal  for  awarding 
prime  City  contracts  to  minority  businesses,  and  a 10%  goal  for  women-owned 
businesses.  In  addition,  contracting  authorities  in  the  City  are  required 
to  reserve  a minimum  of  10%  of  their  contract  dollars  for  MBEs,  and  2%  for 
WBEs.  In  bidding  on  City  contracts,  minority,  women,  or  local  businesses 
may  benefit  from  a special  5%  preference;  and  a local  business  which  is  also 
minority  or  women-owned  may  qualify  for  a maximum  10%  preference. 

The  San  Francisco  Human  Rights  Commission,  which  has  primary  responsibility 
for  monitoring  enforcement  of  the  ordinance,  recognized  that  insurance, 
bonding,  and  other  fee-related  requirements  in  City  contracts  might  be  a 
barrier  to  reaching  the  goals  of  the  new  law.  Accordingly,  a consultant 
was  hired  to  study  these  requirements  and  recommend  appropriate  actions  - 
including  the  possibility  of  establishing  a special  revolving  fund  to  help 
MBEs  and  WBEs  meet  necessary  requirements. 

This  section  is  a summary  of  the  study  methodology  and  the  findings  and 
recommendations  of  the  consultant  team. 

METHODOLOGY 


To  accomplish  its  tasks,  the  consultant  team  utilized  mailed  questionnaires, 
telephone  surveys,  face-to-face  interviews,  literature  searches,  and  focus 
group  sessions.  Specifically,  the  team: 

• Mailed  questionnaires  to  City  agencies,  departments, 
and  contracting  authorities  to  elicit  information  on 
contracting  procedures  and  bonding,  insurance  and 
fee  requirements 


• Compiled  a listing  of  more  than  600  MBEs, 

WBEs,  and  LBEs  from  a variety  of  sources 
and  mailed  each  a questionnaire  designed 
to  obtain  information  on  experiences  try- 
ing to  obtain  and/or  fulfill  City  contracts 

• Conducted  follow-up  interviews  with  selected 
MBEs  and  WBEs,  and  counseled  numerous  indivi- 
duals who  called  for  additional  information 
when  they  received  their  questionnaires 

• Conducted  telephone  and  face-to-face  inter- 
views with  representatives  of  bonding  and 
insurance  agencies  and  organizations 

• Conducted  telephone  and  face-to-face  inter- 
views with  representatives  of  several  organi- 
zations which  provide  technical  assistance 

to  MBEs  and  WBEs 

• Arranged  and  facilitated  two  focus  group  ses- 
sions with  insurance  and  bonding  industry 
representatives,  selected  principals  of  mi- 
nority and  women-owned  firms,  and  staff  of 
technical  assistance  agencies 

• Analyzed  the  resulting  data  and  information, 
and  developed  matrices  to  show  relevant 
comparisons 

• Interviewed  representatives  from  other  Bay 
Area  counties  to  obtain  information  on  their 
policies  and  procedures  in  awarding  contracts 

• Identified  and  reviewed  articles,  books  and 
pamphlets  related  to  the  subjects  under  study 

The  information  gathered  through  these  methods  was  systematically 

reviewed  by  the  consultant  team,  and  formed  the  basis  for  the 

findings  and  recommendations  made  in  this  report. 

SUMMARY  OF  FINDINGS 


The  techniques  described  in  the  methodology  yielded  a rich  reserve  of 
factual  and  anecdotal  information.  The  findings  of  the  study  are: 

1.  All  City  agencies  and  departments  do  not  require 
bonding,  insurance,  and/or  special  fees  of  their 
contractors  or  vendors. 

• Thirty-six  departments  and  agencies  reported 
that  they  award  contracts  to  businesses 
operating  for  profit. 


. 


• Twenty-eight  indicated  that  all  contractors  and 
vendors  are  required  to  meet  specific  bonding, 
insurance,  and/or  fee-related  requirements. 

• Four  agencies  reported  that  they  have  no  require- 
ments for  bonding,  insurance,  or  special  fees. 

These  tended  to  be  agencies  dealing  only  with 
personal  services  contracts. 

• The  remaining  responses  (4)  varied  from  statements 
that  the  agency  awarded  no  contracts,  to  the  claim 
that  the  requirements  were  imposed  by  the  City, 
not  by  the  Agency. 

2 . Under  certain  circumstances,  many  of  these  "requirements1' 
can  be  waived  or  adjusted. 

• More  than  half  (17)  of  the  agencies  which  imposed 
bonding,  insurance,  or  fee  requirements  reported 
that  most  of  them  could  be  waived  or  adjusted. 

• In  some  agencies,  the  Director  has  full  authority  to 
waive  a requirement  or  to  adjust  the  amount  required. 

• In  most  agencies,  the  City’s  Risk  Manager  is  routinely 
consulted  before  any  changes  are  made  in  a bonding, 
insurance  or  special  fee  requirement. 

• Factors  which  influence  the  decisions  are  the  City's 
exposure  to  risk,  the  amount  and/or  duration  of  the 
contract,  and  the  type  of  work  to  be  performed. 

3.  The  most  frequently  imposed  requirements  are  Workers' 
Compensation  and  Employers'  Liability,  Comprehensive 
General  Liability,  and  Auto  Liability. 

• The  City  and  County  of  San  Francisco  must  usually  be 
included  as  an  "additional  insured." 

• Automobile  liability  can  often  be  waived  where  the 
contractor  does  not  drive  in  the  performance  of 
contract  duties. 

• By  statute,  the  minimum  coverage  level  for  Workers.’ 
Compensation  and  Employers'  Liability  is  $1,000,000. 

• Limits  on  Comprehensive  General  Liability  may  be  raised 
or  lowered,  depending  on  the  presumed  risk  to  the  City 
under  the  contract;  most  often,  the  required  limit  is 
$1,000,000  per  incident. 


iii. 


. 


4.  There  is  a difference  in  the  perceptions  of  City  agencies 
and  potential/actual  contractors  concerning  the  impacts 
of  financial  requirements. 

• Less  than  25%  (8)  of  the  responding  agencies  reported 
that  MBEs  and  WBEs  had  trouble  meeting  these  financial 
requirements. 

• Nearly  50%  (99)  of  the  businesses  responding  identified 
insurance,  bonding,  and  fee  requirements  as  barriers 

to  their  contracting  with  the  City. 

5.  The  insurance  industry  is  in  a period  of  dramatic  change. 

• Insurance  rates  are  escalating  rapidly;  industry 
representatives  reported  that  it  would  not  be  unusual 
for  insurance  costs  in  1985  to  be  300%  greater  than 
1984  premiums. 

• Traditional  insurance  companies  are  electing  not 
to  insure  many  occupational  categories  which  ordi- 
narily had  no  difficulty  being  insured. 

• Certain  professions  are  creating  self-insurance  for 
their  members  in  order  to  assure  necessary  coverage 
and/or  reduce  the  cost  of  coverage. 

6.  There  is  an  adverse  impact  on  MBEs  and  WBEs  because  of 
these  changes  in  the  insurance  industry. 

• Small  and  newly-formed  businesses  have  greater  dif- 
ficulty qualifying  for  insurance  than  large  and 
long-established  firms  do. 

• Disproportionate  numbers  of  MBEs  and  WBEs  fall  into 
"high  risk"  categories  because  they  are  small  and 
do  not  have  "track  records"  that  appeal  to  tradi- 
tional insurers. 

7 . There  is  an  adverse  impact  on  MBEs  and  WBEs  because  of 
the  City’s  requirements  for  high  limit  insurance, 
bonding,  and  fees. 

• The  newness  of  many  MBEs  and  WBEs,  their  under- 
capitalization, and  their  lack  of  access  to 
funding  sources  operate  to  bar  them  from  meeting 
such  stringent  financial  conditions. 

• Performance  bonding  places  a particular  burden  on 
small  contractors. 

• Many  qualified  MBEs  and  WBEs  reported  that  they 
did  not  try  to  compete  for  City  contracts  because 
they  knew  that  they  could  not  obtain  the  required 
level  of  insurance  or  bonding. 


■ 


8 . The  rationale  for  requiring  specific  levels  of  insurance 
and/or  bonding  in  some  cases  and  not  in  others  is  diffi- 
cult to  justify. 

• There  do  not  appear  to  be  any  City-wide  guide- 
lines that  can  be  applied  in  deciding  when  and 
if  to  waive  and/or  alter  requirements. 

The  results  of  the  study  do  not  warrant  a finding  that  blatant  discrimi- 
nation operates  to  bar  minority  and  women-owned  businesses  from  competing 
successfully  for  City  contracts.  However,  our  findings  clo  support  the 
conclusion  that  present  criteria  applied  in  the  process  for  seeking  and 
obtaining  City  contracts  have  the  effect  of  limiting  the  ability  of  many 
MBEs  and  WBEs  to  compete  for  - and  win  - the  opportunity  to  use  their 
skills  and  talents  in  providing  goods  and  services  to  the  City  and  County 
of  San  Francisco. 


SUMMARY  OF  RECOMMENDATIONS 


The  information  and  data  gathered  through  the  study  highlight  a problem  of 
substantial  dimensions.  Unless  action  is  taken  promptly  to  address  the 
problem,  the  effectiveness  of  Ordinance  139-84  can  be  severely  impaired. 
Therefore,  the  consultant  team  recommends  that: 

1.  The  Human  Rights  Commission  immediately  convene  a 
meeting  of  the  appropriate  staff  persons  in  each 
agency  who  have  responsibility  for  contract 
administration  to: 

• Review  existing  requirements  in  each  agency 
for  bonding,  insurance  and  special  fees 

• Discuss  the  rationale  for  the  requirements 
and  revise  them,  as  necessary,  to  reflect 
the  present  needs  of  the  City 

• Standardize  the  procedures  for  waiving  and/or 
altering  requirements  in  specific  situations 

NOTE:  The  Risk  Manager  and  representatives  from  the 
Office  of  the  Controller,  the  Office  of  the 
City  Attorney,  and  the  Purchaser’s  Office 
should  also  be  involved  in  the  meeting. 

2.  The  Human  Rights  Commission  arrange  a meeting  (or 
meetings)  between  appropriate  City  representatives 
and  representatives  from  the  insurance  and  bonding 
industries  to: 

• Discuss  "reasonable  standards"  of  coverage  and 
cost 

• Review  the  factors  for  evaluating  potential  risk 
to  the  City  in  the  contracting  process 

• Explore  alternative  approaches  to  minimizing 
the  anticipated  risk 


- 
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• Develop  a cooperative  relationship  between  the 
Human  Rights  Commission  and  the  industry  to  pro- 
vide technical  assistance  to  MBEs  and  WBEs  in 
evaluating  their  insurance/bonding  needs,  and 

in  qualifying  them  for  coverage 

3.  The  Human  Rights  Commission  and  the  Purchasing  Depart- 
ment develop  and  maintain  an  active/current  roster  of 
insurers/bonders  to  whom  MBEs  and  WBEs  can  be  referred 
for  counseling  and  other  technical  assistance  on 

• Appropriate  levels  and  types  of  insurance  that 
should  be  carried 

• Preparation  of  financial  information  on  the  busi- 
ness to  facilitate  their  qualifying  for  bonding 
and  insurance 

4.  The  Human  Rights  Commission,  with  the  cooperation  of  the 
appropriate  associations  of  the  insurance/bonding  industry, 
undertake  an  educational  effort  among  small  business  oper- 
ators with  regard  to: 

• Determining  minimum/ optimum  coverage  for  the 
business 

• Preparation  of  bonding  and  insurance  applications 

• Selecting  and  evaluating  an  insurance  agent 

• Estimating  insurance  costs  realistically  in  the 
preparation  of  proposals  and  bids 

5.  City  and  County  officials  seek  the  assistance  of  the 
California  State  Department  of  Insurance  and  state 
legislators  in  determining  if  existing  laws  and 
policies  are  being  violated  and  if  additional  legis- 
lation is  needed  to: 

• Curtail  midterm  cancellation  of  existing 
insurance  coverage 

• Limit  arbitrary  industry  decisions  not  to 
renew  coverage 

• Halt  unjustified,  spiralling  premiums  for 
necessary  insurance  coverage 

6.  City  and  County  Department  and  Agency  staff  who  are 
assigned  primary  or  collateral  responsibility  for 
administering  the  contract  program: 

• Receive  direct  and  specific  training  in  these 
duties 

• Have  access  to  specific  contact  persons  on  the 
staffs  of  the  Purchaser,  the  Risk  Manager,  and 

the  City  Attorney  . 


• Meet  periodically  with  their  co-workers  in 
other  City  departments  and  agencies  to  review 
the  progress  of  the  MBE/WBE/LBE  program 

7 . The  Human  Rights  Commission  work  cooperatively  with 
appropriate  City  and  County  departments  and  agencies 
to  develop  an  informational  guide  to  doing  business 
with  the  City  and  County  of  San  Francisco,  to  include: 

• An  explanation  of  Ordinance  139-84  and  related 
programs  in  San  Francisco 

• Descriptions  of  the  purchasing  and  contracting 
procedures  for  City  departments  and  agencies 

• Specific  information  on  insurance,  bonding  and 
fee  requirements  in  City  contracting 

• Listings  of  private  and  public  resources  for 
technical  assistance 

NOTE:  The  guide  should  be  widely  distributed  and 

should  be  made  available  to  anyone  seeking  to 
do  business  with  City  and  County  agencies. 

8.  The  Mayor  and  the  Board  of  Supervisors  enact  into  law 
a "prompt  payment"  policy  similar  to  the  one  which 

is  in  effect  at  State  level  requiring: 

• Appropriate  accounting  offices  to  pay  the  invoices 
of  identified  small  businesses  on  a priority  basis 

• The  assessment  of  a penalty  of  ^4%  of  the  amount 
due,  per  day,  if  payment  is  not  made  within  30 
days  of  the  required  payment  date 

NOTE:  This  recommendation  is  offered  because  of  the 

frequency  with  which  respondents  noted  that  slow 
payment  by  City  agencies  places  the  small  business 
in  financial  jeopardy. 

Finally,  the  consultant  team  reviewed  the  concept  of  creating  a Special 
Revolving  Fund  to  assist  MBEs  and  WBEs  to  meet  bonding,  insurance,  and 
other  fee-related  requirements  in  City  contracts.  The  study  revealed 
that  many  businesses  need  short-term  financial  assistance  from  time  to 
time.  Many  respondents  observed  that  their  companies  are  fully  capable 
of  performing  on  a specific  contract,  but  "up-front"  costs  of  bidding 
are  frequently  insurmountable  barriers.  A special  fund  was  recommended 
by  many  of  the  businesses  in  the  survey.  Cash  flow  problems,  unexpected 
increases  in  insurance  premiums,  inability  to  meet  the  increasingly 
stringent  loan  standards  of  the  private  lending  market  were  all  cited 
as  reasons  for  supporting  such  a revolving  loan  fund. 

The  consultant  believes  that  such  a fund  would  be  beneficial  to  the  busi- 


vii. 


nesses  targeted  for  assistance  under  Ordinance  139-84.  We  therefore 
recommend  that: 


9.  A Special  Revolving  Fund  be  established  to  make  short 
term  loans  to  qualified  MBEs  and  WBEs,  under  clearly 
defined  guidelines. 

Because  there  is  some  question  about  Charter  restrictions  on  the  creation 
of  such  a Fund,  we  further  recommend  that: 

10.  A small  task  force  be  created,  under  the  auspices  of  the 

Mayor  and  the  Board  of  Supervisors,  to  expedite  the  creation 
of  such  a Fund  with  public  resources,  with  private  resources, 
or  with  a combination  of  public/private  resources. 

NOTE:  There  are  numerous  public  and  private  agencies  which 
can  assist  the  task  force  in  its  deliberations. 


CONCLUS l ON 


Ordinance  139-84  is  precedent-setting  legislation;  in  its  first  year 
of  operation,  substantial  progress  was  made  in  reaching  qualified 
minority-owned  and  women-owned  businesses  which  could  provide  the 
goods  and  services  needed  by  City  departments  and  agencies. 

The  consultant  team  believes  that  the  effectiveness  of  the  ordinance 
can  be  significantly  enhanced  by  the  three-pronged  approach  outlined 
in  the  recommendations: 

• Dissemination  of  clear,  standardized  information 
about  City  contracting  to  qualified  businesses 

• Improvement  of  the  capacity  of  MBEs  and  WBEs  to 
bid  and  perform  on  City  contracts  through  targeted 
educational  efforts 

• Provision  of  emergency,  short-term  financial  assist- 
ance to  capable  businesses  in  need  of  temporary  help 

Specific  attention  to  these  needs  now  can  hasten  the  day  when  MBEs  and 
WBEs  can  function  efficiently  and  competitively  without  the  special 
help  of  Ordinance  139-84. 
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CHAPTER  ONE:  INTRODUCTION 

On  August  10,  198.4,  Ordinance  139-84  became  law  in  the  City  and  County  of 
San  Francisco.  The  legislation  was  the  culmination  of  an  in-depth  study 
conducted  by  the  San  Francisco  Human  Rights  Commission  at  the  request  of 
the  Board  of  Supervisors.  The  Board’s  resolution  (952-82)  urged  the  Mayor 
to  have  the  HRC  "investigate  and  hold  public  hearings"  to  ascertain  the 
extent  of  minority  business  participation  in  City  contracting  and  to  make 
recommendations  for  appropriate  remedial  legislation.  After  a series  of 
public  hearings  which  brought  testimony  from  a wide  variety  of  minority  and 
women  business  owners,  and  a survey  of  contracts  awarded  during  1981  and 
1982,  the  Commission  recommended  passage  of  Ordinance  139-84. 

The  legislation  establishes  as  City  policy  the  full  and  equitable  partici- 
pation by  Minority  Business  Enterprises  (MBEs) , Women  Business  Enterprises 
(WBEs)  and  Local  Business  Enterprises  (LBEs)  as  prime  contractors  in  the 
provision  of  goods  and  services  to  the  City.  It  seeks  to  correct  the  situ- 
ation revealed  in  the  Human  Rights  Commission’s  study  and  hearings  - less 
than  3%  of  prime  contracts  awarded  to  women  and  minority  businesses  combined 
during  1981/1982. 

To  implement  the  City's  new  policy,  the  ordinance  projects  a 30%  goal  for 
awarding  prime  City  contracts  to  minority  businesses,  and  a 10%  goal  for 
women-owned  businesses.  In  addition,  contracting  authorities  in  the  City 
are  required  to  reserve  a minimum  of  10%  of  their  contract  dollars  for  MBEs, 
and  2%  for  WBEs.  In  bidding  on  City  contracts,  minority,  women,  or  local 
businesses  may  each  benefit  from  a special  5%  preference;  and  a local  busi- 
ness which  is  also  minority  or  woman-owned  may  qualify  for  a maximum  10% 
preference. 

Insurance,  bonding  and  special  fee  requirements  were  identified  as  potential 
problems  for  businesses  targeted  for  the  benefits  of  Ordinance  139-84.  In 
order  to  determine  if  these  requirements  presented  a barrier  to  minority  and 
women-owned  businesses,  the  San  Francisco  Human  Rights  Commission  authorized 
a study  to  review  the  procedures  and  to  recommend  corrective  action,  if 
necessary  - including  the  creation  of  a special  revolving  fund  to  help  MBEs 


1 


- 


and  WBEs  comply  with  valid  financial  guaranties. 


The  results  of  the  study  underscore  the  need  for  revisions  in  the  pro- 
cedures used  by  City  departments  and  agencies  in  determining  the  levels 
of  insurance,  bonding  and  fees  which  will  protect  the  City  from  the 
risks  inherent  in  certain  contracts  without  barring  qualified  businesses 
from  participating  in  City  contracting. 

The  recommendations  contained  in  this  report  offer  practical  suggestions 
for  harmonizing  those  two  concerns. 
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BETWEEN  A ROCK... AND  A HARD  PLACE 


CHAPTER  TWO:  METHODOLOGY 

The  consultant  team  used  a variety  of  techniques  to  develop  its  information 
base.  Its  purposes  were  to: 

• Assess  the  current  requirements  of  City  and  County 
departments  and  agencies  with  regard  to  insurance, 
bonding  and  fees  on  outside  contracts 

• Survey  a representative  sample  of  minority  and  women 
business  enterprises  to  ascertain  relevant  experiences 
and  attitudes  with  respect  to  the  financial  guaranties 
demanded  by  the  City 

• Explore  alternative  approaches  to  meeting  the  City's 
need  for  protection  from  potential  risks  related  to 
the  contracts  awarded  while  enforcing  the  City  policy 
in  Ordinance  139-84 

To  accomplish  these  tasks,  the  consultant  team  utilized  mailed  questionnaires, 
telephone  surveys,  face-to-face  interviews,  literature  searches,  and  focus 
group  sessions. 

SURVEY  OF  DEPARTMENTS  AND  AGENCIES 

A letter  and  questionnaire  were  sent  to  all  City  departments  and  agencies  to 
obtain  specific  information  on  the  insurance,  bonding  and  fee  requirements 
for  contractors  and  vendors (see  Appendix  A).  The  respondents  were  asked  to 
identify  their  specific  requirements  and  to  indicate  if  there  were  any  procedures 
for  waiving  and/or  adjusting  the  types  and  amounts  of  financial  guaranties  imposed 
on  potential  contractors. 

Every  department  and  agency  solicited  responded  to  the  questionnaire;  thirty- 
six  indicated  that  they  awarded  contracts  to  businesses  operating  for  profit. 

The  survey  results  were  tabulated  and  matrices  were  produced  to  compare  the 
responses  received.  Follow-up  calls  were  made  to  several  agencies  to  clarify 
the  information  provided. 

SURVEY  OF  MINORITY  AND  WOMEN  BUSINESSES 

Using  listings  supplied  by  the  San  Francisco  Human  Rights  Commission,  supple- 
mented by  additional  businesses  selected  from  the  California  State  Directory 


- 3 - 


of  Minority  and  Women-owned  Business  Firms  and  other  sources,  the  consultant 
team  developed  and  mailed  questionnaires  to  approximately  600  businesses  (see 
Appendix  B).  Responses  were  received  from  201  individuals;  these  were  tabulated, 
analyzed  and  summarized  to  provide  highlights  on  the  main  areas  of  concern 
identified  by  participants. 

INTERVIEWS  WITH  INSURANCE  INDUSTRY  REPRESENTATIVES 

Attempts  were  made  to  develop  a panel  of  insurance  and  bonding  agents  by 
utilizing  the  telephone  listings  in  the  Yellow  Pages.  This  proved  difficult 
and  the  results  were  unsatisfactory.  It  was  not  possible  to  get  the  names  of 
specific  individuals  in  each  company  who  could/would  be  responsive  to  a mailed 
questionnaire.  As  an  alternate  approach,  the  consultant  team  utilized  its  own 
contacts  to  begin  telephone  and  face-to-face  interviews.  This  was  more  rewar- 
ding and  resulted  in  referrals  to  other  individuals  who  were  cooperative  in 
responding  to  questions.  Specific  forms  were  provided  by  several  of  these 
contacts  (see  Appendix  C)  and  others  participated  in  the  focus  group  sessions 
and/or  expedited  contacts  with  others  in  the  industry.  The  information  received 
from  these  contacts  led  to  a further  adjustment  in  the  scope  of  the  project.  It 
became  clear  that  no  definitive  information  on  costs  for  specific  insurance, 
bonding  or  fees  would  be  generated.  The  calculation  of  premiums  is  too  com- 
plicated a process  to  produce  general  figures;  premiums  are  dramatically  af- 
fected by  a number  of  variables  - type  of  business,  assets  of  the  company,  the 
nature  of  the  contract,  the  "track  record"  of  the  business,  general  industry 
conditions,  etc.  The  information  received  from  the  indus-try  representatives 
was  valuable  input  for  planning  the  focus  group  sessions  and  stimulating  a 
general  discussion  of  the  issues. 

CONTACTS  WITH  TECHNICAL  ASSISTANCE  ORGANIZATIONS 

The  consultant  team  identified  a number  of  organizations  which  have  resources 
for  assisting  minority  and  women-owned  businesses  in  a variety  of  ways.  Dis- 
cussions were  held  with  representatives  of  these  organizations  and  many  of  them 
were  invited  to  participate  in  the  focus  group  sessions.  Information  obtained 
from  these  sources  confirmed  the  problems  faced  by  many  of  the  targeted  businesses 
in  qualifying  for  the  bonding  and  insurance  associated  with  City  contracts.  In 
most  cases,  the  organizational  representatives  volunteered  to  counsel  businesses 
in  need  of  special  help  in  developing  business  plans  and  financial  statements 
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for  submission  to  financial  institutions  and  to  bonding  and  insurance  com- 
panies. 


FOCUS  GROUP  MEETINGS 

Special  invitations  were  issued  to  minority  and  women-owned  businesses,  to 
representatives  of  the  insurance  and  bonding  industries,  to  technical  assis- 
tance organizations  and  to  interested  individuals  in  selected  governmental 
agencies  to  participate  in  small  group  discussions  on  the  results  of  the 
study.  Two  focus  group  sessions  were  held  and  participants  were  encouraged 
to  help  develop  recommendations  tor  solving  the  problems  that  had  been  iden- 
tified. The  interchange  among  the  participants  helped  to  clarify  a number  of 
issues.  The  summary  sheets  distributed  (see  Appendix  D)  were  compiled  to 
provide  the  basis  for  several  of  the  recommendations. 

SURVEY  OF  LITERATURE  AND  OTHER  JURISDICTIONS 

During  the  course  of  the  study,  numerous  articles  appeared  in  local  and  national 
publications  about  the  crisis  in  the  insurance  industry.  The  consultant  team 
monitored  these  stories  and  included  the  information  in  the  deliberations 
with  the  participants.  Copies  of  a sampling  of  those  articles  appear  in 
Appendix  E.  In  addition,  telephone  interviews  were  held  with  appropriate 
officials  in  San  Mateo,  Marin  and  Alameda  counties  to  ascertain  the  procedures 
used  in  those  jurisdictions  to  deal  with  problems  of  insurance  and  bonding. 

A lengthy  interview  was  held  with  the  President  of  the  national  Minority  Con- 
tractors’ Assistance  Program  (MCAP)  and  information  was  received  from  the 
Golden  Gate  Bridge  District  concerning  their  responses  to  the  issues  addressed 
in  the  study. 

These  techniques  produced  a wealth  of  information  on  which  to  base  the  final 
recommendations  of  the  consultant  team . 
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BETWEEN  A ROCK...AND  A HARD  PLACE 


CHAPTER  THREE:  SURVEY OF  DEPARTMENTS 


The  survey  of  City  and  County  departments  and  agencies  revealed  the  fact 
that  thirty-six  agencies  engage  in  outside  contracting  with  businesses 
operated  for  profit.  Other  City  and  County  agencies  limit  their  contracting 
to  non-profit  organizations.  For  the  purposes  of  this  study  (since  Ordinance 
139-84  applies  only  to  businesses  operating  for  profit) , information  was  re- 
corded only  for  those  departments  or  agencies  awarding  for-profit  contracts. 

A review  of  the  data  submitted  highlighted  the  difference  in  the  requirements 
applied  to  personal  services  contracts,  construction  contracts,  and  leases 
and  concessions  (see  Appendix  F) . 

GENERAL  RESULTS 


Of  the  thirty-six  agencies  which  award  contracts  to  for-profit  businesses,  twenty- 
eight  indicated  that  they  do  require  specific  bonding,  insurance  and  fees  to  be 
posted.  The  other  eight  agencies  had  a variety  of  answers  to  the  question: 

• Board  of  Supervisors:  The  Board  is  a LEGISLATIVE  body; 
does  not  conduct  bidding  operations. 

• City  Attorney:  We  follow  contract  guidelines  of  the  City 
Purchaser. 

• District  Attorney/Family  Support  Bureau:  Most  goods  and 
services  are  purchased  through  annual,  renewable  term 
purchase  agreements  or  service/maintenance  agreements 
that  do  not  require  a.  formal  contract  with  insurance 

or  bonding. 

• Public  Library:  The  Library  processes  all  TPA's  and  con- 
tracts through  the  Purchasing  Department. 

• Mayor’s  Office:  has  very  few  contractors,  and  when  a new 
contractual  relationship  is  initiated,  preliminary  outreach, 
bids,  etc.  are  usually  conducted  by  another  city  department 
and  the  group  that  is  requesting  the  contract. 

• Treasurer:  None  of  the  three  specialized  contracts  of  the 
Treasurer's  Office  require  any  bonding,  insurance  or  fees. 

The  three  contracts  are  for:  a)  a fiscal  agent  in  New  York 
redeeming  City  bonds  and  coupons  (since  1968) ; b)  a "Money- 
max"  investment  program  maintenance  and  time  sharing  by 
Wismer  Associates  which  developed  the  original  program 
(since  1974);  and  c)a  money  market  service  from  New  York 
City  by  Telerate  Corporation  via  video  display  in  the 
Treasurer's  Office  (since  1978). 

• Sheriff's  Department:  The  MBE/WBEs  under  personal  service 
contracts  are  not  required  to  have  insurance. 

• Real  Estate:  Usually  additional  language  is  added  allowing 
certificates  of  deposit  or  letters  of  credit  in  lieu  of  bonds. 
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WAIVING/ADJUSTING  REQUIREMENTS 


Nearly  sixty  percent  (60%)  of  the  City  departments  and  agencies  reported 
that  the  bonding,  insurance  and  special  fees  "required"  can  be  waived  or 
adjusted  under  specific  circumstances.  The  most  common  response  was  that, 
in  consultation  with  the  City's  Risk  Manager,  changes  could  be  made  in 
these  requirements.  (See  Appendix  G,  for  a listing  of  common  requirements.) 

The  three  most  frequently  required  types  of  insurance  are: 

• Workers'  Compensation  and  Employer's  Liability: 

Standard  limit  $1,000,000 

• Comprehensive  General  Liability:  Standard  limit- 
$1,000,000;  range-  $300,000  to  $5,000,000 

• Auto  liability:  Standard  limit-  $1,000,000 

Bonding  requirements  which  are  frequently  imposed  on  construction  contracts 
awarded  by  various  agencies  are: 

• Blanket  Fidelity  Bond:  Standard  limit  $1,000,000 

• Bid  Bond:  Standard  10%  of  the  bid 

• Faithful  Performance  Bond:  Standard  - 50%  or'  100% 
of  the  contract  (100%  on  Federal  contracts) 

• Labor  and  Materials  Bond:  Standard  - 50%  or  100% 

of  the  contract  (100%  oon  Federal  contracts) 

Waivers  on  insurance  requirements  can  be  made  and  often  are  - either  at  the 
sole  discretion  of  the  agency  or  department  head,  or  in  consultation  with 
the  Risk  Manager.  Auto  insurance  may  be  waived  if  the  contractor  is  not  using 
a car  in  the  performance  of  the  contract;  comprehensive  general  liability  may 
be  raised  or  lowered  from  the  standard  $1,000,000  depending  on  the  assessment 
of  the  awarding  authority  as  to  the  potential  exposure  to  risk  the  City  has 
under  the  contract,  the  amount  and  duration  of  the  contract,  or  the  type  of 
work  to  be  performed. 

MBE/WBE  PROBLEMS  WITH  REQUIREMENTS 

Only  eight  of  the  agencies  responding  believe  that  there  are  specific  problems 
with  minority  and  women  business  enterprises  meeting  the  bonding/insurance/f ee 
requirements  for  City  contracts.  However,  these  agencies  provided  examples 
of  the  problems  brought  to  their  attention:  high  costs  of  bonds  and  insurance; 
inability  to  qualify  for  bonding/insurance  because  of  lack  of  a "track  record" 
in  business;  no  "lines  of  credit"  with  financial  institutions;  reluctance  of 
carriers  to  write  fidelity  bonds  for  security  firms  because  of  "arrest  and  conviction" 
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clauses;  decisions  by  insurers  and  bonders  not  to  provide  coverage  for 
for  entire  occupational  categories  (e.g.  structural  engineers). 

The  Airports  Commission  reported  that,  in  a special  survey  conducted  by  the 
Commission  staff  in  March  1985,  many  respondents  indicated  that  sub-tenants  had 
trouble  meeting  some  of  the  financial  requirements  imposed: 

Yes,  we  experienced  problems  in  getting 
bank  loans,  lines  of  credit,  and  mer- 
chandise for  our  sub-tenants.  New  busi- 
nesses are  more  difficult  to  get  finan- 
cial assistance  for  than  we  anticipated. 

We  ended  up  co-signing  on  all  loans. 

The  principal  concessionaires  at  the  airport,  to  whom  the  survey  was  addressed, 
were  supported  in  their  view  by  the  sub-tenants  who  expressed  the  opinion 
that  they  could  never  have  obtained  an  airport  concession  without  the  help 
of  the  principal  concessionaire;  the  bid,  capital  investment  and  bond 
required  of  them  would  have  been  too  high. 

Several  of  the  other  City  agencies  indicated  that  prime  contractors  had  assumed 
the  bonding  and  insurance  requirements  for  minority  subcontractors  in  order 
to  qualify  them  to  work  on  a City  contract.  The  requirements  had  not  been 
waived;  they  had  been  passed  on  to  the  prime  contractor. 


OTHER  SURVEY  RESULTS 


It  is  important  that  prospective  bidders  or  contractors  have  clear  information 


about  the  process  for  obtaining  City  contracts.  The  survey  asked  agencies 
if  they  provided  written  information  about  the  bidding  process  and  bonding/ 


insurance/fee  requirements  to  all  prospects.  Six  agencies  responded  that  the 
Purchasing  Department  handled  this  for  them;  fourteen  agencies  responded  affirm- 


atively to  the  question: 

+ Airports  Commission 
+ Arts  Commission 
+ City  Planning 
+ Housing  Authority 
+ Human  Rights  Commission 
+ Port  Commission 
+ Public  Health  Dept. 


+ Public  Utilities  Commission 
+ Public  Works  Dept. 

+ Purchasing  Department 
+ Real  Estate  Department 
+ Recreation  and  Parks  Dept. 

+ Redevelopment  Agency 
+ Social  Services  Dept. 


Thirteen  agencies  maintain  their  own  lists  of  MBE/WBE  contractors  and  vendors; 
many  agencies  and  departments  rely  on  the  directory  provided  by  the  Human  Rights 
Commission  and  the  Purchasing  Department. 
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In  general,  the  results  of  the  survey  highlighted  the  fact  that  there  are 
no  rigid,  uniformly  applied  requirements  for  insurance,  bonding  or 
special  fees.  While  there  are  certain  types  of  insurance  or  bonding 
which  are  suggested,  they  may  be  waived  or  adjusted  in  many  cases. 

The  processes  for  deciding  what  should  or  should  not  be  waived  are  not 
clear;  some  agencies  seem  to  have  the  authority  to  make  this  decision 
in-house;  others  claim  that  changes  are  made  only  in  consultation  with 
the  Risk  Manager  or  the  Purchaser;  still  others  discount  their  role 
in  the  decision  and  lay  all  the  burden  on  the  Purchaser's  Office  for 
setting  the  "standard"  requirements  and  determining  when  they  should 
be  adjusted. 

Discussions  with  the  City's  Risk  Manager,  Keith  Grand,  confirm  that  there 
is  no  consistent  policy  on  what  insurance/bonding/fees  are  necessary  to 
protect  the  City  adequately.  He  indicated  that  the  determination  should 
be  made  according  to  what  is  appropriate  to  the  job  being  performed  and 
what  will  provide  the  City  with  adequate  protection  from  risks  related  to 
the  performance  of  the  contract.  Because  there  is  no  centralized  contracting 
agency  for  the  City,  there  are  variations  in  implementation  of  policies.  He 
sometimes  does  not  get  called  into  a discussion  until  major  problems  have  been 
identified.  Determining  an  appropriate  insurance/bonding  level  is  difficult 
because  many  factors  must  be  considered.  The  dollar  amount  of  a contract 
may  not  be  the  determining  factor,  because  there  are  some  small  contracts 
in  which  the  overall  risk  is  great.  For  example,  an  electrician  wiring  a 
a section  of  a hospital  may  have  a small  (less  than  $1,000)  contract,  but 
the  risk  under  that  contract  is  great  (the  electricity  might  fail  in  the 
midst  of  an  operation) . The  high  incidence  of  litigation  in  the  City  also 
raises  the  need  for  risk-protection. 

The  Risk  Manager  endorsed  a "Contracts  Manual"  as  a guide  for  all  City  de- 
partments and  agencies  and  recommended  that  contract  administrators  be  well 
trained  in  insurance  principles;  he  supports  the  idea  of  bringing  City  con- 
tract administrators  together  to  discuss  a better  system  of  coordination. 

He  also  suggests  that  consultation  take  place  before  the  RFP  has  been  is- 
sued so  that  only  relevant  requirements  are  included. 

The  City  may  need  to  evaluate  the  requirements  imposed  in  light  of  the 
record  of  claims  that  have  been  made  as  a result  of  specific  outside  contracts. 
That  information  is  not  presently  available. 


The  results  of  the  survey  of  the  City  departments  and  agencies  are  detailed 
in  Appendix  H.  The  specific  comments  from  the  agencies  provide  useful  infor- 
mation on  the  processes  involved  in  contracting  with  the  City.  The  diversity 
of  the  responses  suggests  the  need  for  better  communication  among  the  agencies, 
and  for  some  general  guidelines  on  insurance  and  bonding  requirements.  It  is 
also  important  to  note  the  significant  difference,  from  department  to  depart- 
ment, in  the  allocation  of  staff  to  the  contract  administration  function.  In 
some  cases,  the  units  are  well-staffed  with  personnel  who  are  very  knowledge- 
able about  insurance  and  bonding;  in  other  cases,  units  are  understaffed  and 
have  inexperienced  personnel  who  must  carry  the  burden  of  contract  adminis- 
tration. 
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BETWEEN  A ROCK. , .AND  A HARD  PLACE 


CHAPTER  FOUR:  SURVEY  OF  MINORITY/WOMEN  BUSINESSES 

The  survey  mailed  to  nearly  600  minority  and  women-owned  businesses  was 
designed  to  identify  the  problems  of  the  City’s  insurance,  bonding,  and 
fee  requirements  applied  to  City  contracts  as  they  are  perceived  by  the 
businesses  targeted  for  benefits  under  Ordinance  139-84.  The  businesses 
which  received  the  questionnaire  were  selected  from  various  sources:  the 
listings  of  businesses  certified  by  the  San  Francisco  Human  Rights  Commis- 
sion, supplemented  by  businesses  included  in  the  California  State  Directory 
of  Minority  and  Women-owned  Business  Firms  and  specifically  selected  from 
our  own  resource  lists.  The  ^cpanded  mailing  list  was  developed  so  that  it 
would  include  individuals  not  necessarily  knowledgeable  about  the  particular 
requirements  of  Ordinance  139-84. 

GENERAL  RESULTS 

More  than  one-third  of  those  surveyed  responded  to  the  questionnaire,  confirming 
the  importance  of  the  issues  under  study.  Many  respondents  also  called  the 
consultant  team  directly  to  expand  on  their  responses  and  to  ask  for  help  in 
meeting  some  of  the  insurance  and  bonding  requirements  with  which  they  were 
faced. 

A striking  disparity  between  the  results  of  this  survey  and  those  of  the  one 
sent  to  City  Departments  and  agencies  is  in  the  perception  of  the  problem. 

Less  than  one-fourth  of  the  agencies  recognized  bonding  and  insurance  require- 
ments as  a barrier  to  the  participation  of  MBEs  and  WBEs  in  city  contracting. 

In  contrast,  nearly  fifty  percent  ( 99  ) of  the  MBEs  and  WBEs  responding 
referred  to  the  difficulties  they  had  meeting  these  requirements.  A possible 
reason  for  the  disparity  is  that  the  businesses  which  finally  bid  or  respond 
to  a Request  for  Proposal  (RFP)  may  have  already  found  some  type  of  solution 
to  the  problems  that  seem  insurmountable  to  the  respondents  in  the  MBE/WBE 
survey.  In  other  words,  the  agencies  are  seeing  those  who  have  learned  their 
way  around  the  system;  they  are  not  seeing  hundreds  of  others  who  have  been 
blocked  by  the  up-front  requirements.  Analysis  of  some  of  the  responses  to 
the  MBE/WBE  survey  confirms  this  assumption.  Eighty-seven  of  the  respondents 
have  never  submitted  a bid  or  proposal  to  any  agency.  More  than  half  (64) 
of  those  who  submitted  proposals  were  awarded  contracts. 

Nearly  87%  (174)  of  the  respondents  have  registerd  with  the  San  Francisco 
Human  Rights  Commission  and  are  therefore  eligible  for  the  benefits  contained 
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in  the  ordinance. 


While  only  eight  (8)  of  those  responding  indicated  that  they  had  forfeited 
or  been  unable  to  accept  a contract  they  had  been  awarded  because  of  their 
failure  to  meet  the  necessary  insurance/bonding/fee  requirements,  many  others 
noted  that  they  had  decided  not  to  try  for  a contract  precisely  because 
of  difficulties  with  these  financial  requirements.  For  example,  one  business 
which  responded  "no"  to  the  question  went  on  to  comment: 

Our  participation  in  most  projects  is 
small,  and  the  demands  of  the  insurance 
premiums  are  much  too  high  for  us  to 
carry.  Our  fee  for  a job  could  be 
$12,000;  yet  the  premium  is  $10,0001 


Another  respondent  who  answered  "yes"  to  the  question  stated: 

I was  unable  to  accept  because  I was  not 
successful  in  securing  a fidelity  bond. 

I also  lost  a $1,000  deposit  and  time 
and  energy  because  I couldn’t  come  up 
with  the  necessary  bonding  after  I had 
been  awarded  a city  contract. 

The  problems  identified  were  not  limited  to  new  businesses.  The  difficulties 
were  driven  home  to  this  consultant  during  efforts  to  secure  the  "required" 
$1,000,000  coverage  for  Comprehensive  General  Liability  and  Auto  Liability 
insurance  in  fulfillment  of  this  contract.  Extraordinary  attempts  were  made 
by  a number  of  friends  in  the  insurance  business  to  obtain  coverage,  but  they 
came  face  to  face  with  adamant  statements  from  companies  that  they  were  simply 
not  insuring  small,  professional  services  businesses  - regardless  of  their 
"track  records"  and  longevity.  Reduced  coverage  was  finally  purchased  at  a 
premium  that  had  escalated  from  the  prior  year’s  cost  of  $350  to  the  1985 
premium  of  $4,000! 


The  "Catch-22"  nature  of  the  problem  was  summed  up  by  one  respondent: 

Bonding  is  the  major  stumbling  block  in  our 
way.  Our  company’s  size  is  dictated  by  it 
because  we  cannot  bid  a job  past  our  bondability. 
In  that  we  have  to  bid  small  jobs,  we  cannot 
generate  the  necessary  capital  to  expand  to 
larger  jobs. 

Others  were  frustrated  by  the  feeling  that  they  could  do  the  job  once  they 
had  it,  but  couldn't  get  it  because  of  the  cost  of  bonding/insurance. 
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Some  respondents  noted  that  large  contractors  can  get  bonding  at  much  reduced 
rates  as  contrasted  to  MBEs  and  SBEs: 

Bonding  is  12%  for  MBEs  and  SBEs,  and  that 
is  too  high,  while  the  large  contractors 
can  get  the  bonds  for  1^%. 

Another  respondent  protested  that: 

The  coverage  required  for  professional 
liability  is  excessive  and  extremely 
expensive.  Our  PL  has  just  been  in- 
creased to  $19,000  (premium).  Perhaps 
the  requirements  on  coverage  could  be 
reduced  to  $250,000  instead  of  $1,000,000. 


The  underlying  theme  in  many  of  the  comments  is  that  MBEs  and  WBEs  are  caught 
in  the  bind  because  they  are  small  and  newly-organized,  not  because  of 
blatant  and  obvious  discrimination. 


ALTERNATIVE  APPROACHES 

The  problems  cited  by  respondents  are  not  unique  to  San  Francisco;  similar 
requirements  apply  in  other  jurisdictions.  Some  respondents  shared  their 
experiences  with  alternative  approaches  which  included: 


• The  City  paying  the  insurance  premium  or 
the  agency  carrying  the  insurance  and 
assuming  contract  management  of  the 
project 

• Cancelling  the  requirement  for  bonding 
when  it  became  apparent  that  minority 
businesses  were  prevented  from  bidding 
by  the  imposition  of  the  requirement 

• A general  contractor  assuming  the  cost 
of  bonding  and  insurance 

• On-site  review  of  the  business  capability 
of  an  MBE  by  a government  agency  which 
then  waived  the  binding  and  insurance 

• Retention  of  10%  of  the  contract  amount 
pending  successful  completion  of  the 
job  - in  lieu  of  bonding  and  insurance 
requirements 

• Bidding  on  a two-year  contract,  and  using 
the  bonding  capacity  for  one  year  at  a 
time 

One  respondent  agreed  that  there  were  problems  for  MBEs,  WBEs  and  SBEs  with 
the  present  requirements,  but  conceded  that  it  was  important  that  bonding 
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companies  exercise  caution  in  approving  reduced  bonding  limits. 

The  "creative"  experiences  described  were  related  by  23  respondents  who  had 
done  business  with  public  entities  other  than  San  Francisco.  Slightly  more 
than  one-quarter  of  the  respondents  (52)  reported  no  particular  problems 
with  bonding,  insurance  and  fees;  one  respondent  stated: 

Our  firm  has  engaged  in  major  contracts 
for  twenty-five  years  without  any 
problems . 

In  determining  its  final  recommendations,  the  consultant  team  carefully 
reviewed  the  comments  made  by  the  MBE  and  WBE  respondents. 

OTHER  SURVEY  RESULTS 

More  than  fifty  percent  of  respondents  were  willing  to  participate  in  a 
problem-solving  meeting,  and  seventy-five  percent  were  interested  in  a 
follow-up  interview.  These  responses  are  indicators  of  the  substantial 
interest  expressed  in  the  entire  issue  of  bonding  and  insurance  as  fac- 
tors in  the  possibilities  for  success  that  are  open  to  MBEs  and  WBEs. 

The  consultant  team  used  the  responses  to  these  two  questions  as  it 
evaluated  whom  to  invite  to  participate  in  the  two  focus  group  sessions 
organized  to  discuss  possible  solutions. 

Clearly,  many  of  the  business  executives  who  answered  the  questionnaire 
feel  strongly  that  these  comprehensive  financial  requirements  seriously 
handicap  their  efforts  to  grow  and  prosper  as  commercially  sound  enter- 
prises in  the  City.  A substantial  number  of  respondents  believe  that 
some  of  the  requirements  could  easily  be  modified  without  placing  the 
City  in  any  greater  jeopardy.  Many  also  believe  that  the  City  should 
play  a stronger  role  in  assisting  them  to  meet  the  valid  bonding  and 
insurance  requirements  that  are  now  in  effect. 

Details  on  the  complete  survey  may  be  found  in  Appendix  I. 
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BETWEEN  A ROCK,.. AND  A HARD  PLACE 


CHAPTER  FIVE:  VIEWS  FROM  THE  INSURANCE  INDUSTRY 

Initial  efforts  to  develop  a key  list  of  insurance  and  bonding  agency 
representatives  who  could  be  surveyed  by  mail  were  not  successful.  The 
telephone  listings  were  not  descriptive  enough  to  provide  clues  that 
would  permit  us  to  identify  the  "movers  and  shakers"  of  the  industry. 

It  was  important  for  us  to  find  the  companies  and  the  individuals  who 
could  be  expected  to  have  expertise  on  the  insurance  and  bonding  re- 
quirements for  City  contracting. 

As  an  alternative  approach,  the  consultant  team  used  its  own  network 
to  generate  a list  of  influential  and  knowledgeable  people  associated 
with  the  insurance  and/or  bonding  industry.  In  early  calls  to  these 
individuals,  additional  names  surfaced  and  were  added  to  our  contact 
lists. 

Some  people  were  interviewed  in  person;  others  were  telephone-interviewed. 
The  recurring  theme  in  each  of  these  interviews  was  the  dynamism  of  the 
industry  - its  continuing  twists  and  turns  to  respond  to  the  endlessly 
shifting  priorities  it  faces.  Each  interview  confirmed  the  constant 
litany  in  the  daily  newspapers  (see  Appendix  E)  on  the  troubles  within 
the  industry.  At  the  root  of  those  troubles,  as  the  industry  people 
saw  it,  was  the  long  period  of  low-rate  insurance  and  the  high  incidence 
of  litigation  which  had  severely  strained  the  financial  base  of  many  of 
the  old-line  insurance  agencies  as  well  as  the  newcomers  to  the  field.  In 
their  words,  it  was  "catch-up"  time  and,  for  survival  reasons,  many 
companies  were  taking  a hard  line  on  what  to  underwrite.  Some  had  elected 
to  drop  from  their  portfolios  whole  categories  of  businesses  which  had  long 
had  little  problem  with  insurance  coverage.  While  some  of  these  discarded 
businesses  had  been  low-risk  clients,  they  were  also  low-profit  consumers 
of  the  shrinking  insurance  dollar.  The  cost  of  servicing  these  accounts 
outweighed  the  returns  to  the  companies  involved,  according  to  the  agents 
interviewed.  Several  of  the  agents  recognized  that  their  "business" 
decisions  had  racial  and  sex  bias  impacts,  but  they  discounted  the  sug- 
gestion that  subtle  (but  pervasive)  discrimination  was  at  work.  They 
agreed  that  there  probably  were  disproportionately  large  numbers  of  small 
MBEs  and  WBEs  affected  by  the  insurance  changes,  but  argued  that  it  was 
the  smallness  and  newness  of  these  companies  that  put  them  "at  risk,"  not 
illegal  discrimination. 
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The  agents  and  companies  contacted  were  extremely  cooperative;  they  not 
only  willingly  shared  information  with  the  consultant  team,  but  also 
responded  positively  to  our  invitation  to  participate  in  the  focus  group 
sessions  which  were  planned. 

In  spite  of  the  highly  publicized  problems  of  the  industry,  several  of 
the  agents  interviewed  contended  that  it  was  still  possible  to  write 
the  proper  insurance  for  companies,  provided  that  technical  assistance 
could  be  given  to  the  small  minority  or  woman-owned  businesses  on  how 
to  assess  their  assets  and  prepare  the  necessary  papers  on  which  the 
bonding  and  insurance  decisions  would  be  made. 

The  discussions  with  industry  representatives  yielded  very  valuable 
information  on  the  internal  decision-making  processes  of  insurance 
purveyors. 
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B.E  TWEEN  A ROCK,  , .AND  A HARD  PLACE 


CHAPTER  SIX:  TECHNICAL  ASSISTANCE  ORGANIZATIONS 

More  than  fifteen  years  ago,  the  National  Urban  Coalition  created,  and 
later  "spun  off"  as  an  independent  organization,  the  Minority  Contractors’ 
Assistance  Project.  That  project  now  functions  as  a nonprofit  corpora- 
tion, based  in  Washington,  D.C.,  organized  for  the  express  purpose  of 
helping  minority  contractors  obtain  a greater  share  of  the  nation’s 
construction  industry.  MCAP  also  has  a Bonding  and  Insurance  Agency 
which  specializes  in  underwriting  the  bid,  payment  and  performance  bonds 
needed  to  undertake  construction  contracts. 

This  organization  is  only  one  of  many  which  are  providers  of  technical 
assistance  to  minority,  or  in  other  cases,  women-owned  businesses.  The 
consultant  team  identified  a representative  group  of  these  agencies  and 
invited  them  to  participate  in  the  focus  group  sessions. 

Since  these  agencies  are  specifically  charged  with  providing  a wide  range 
of  services  to  small  "disadvantaged"  businesses,  they  represent  a collateral 
resource  for  the  San  Francisco  Human  Rights  Commission  in  its  efforts  to 
enforce  the  mandates  of  Ordinance  139-84.  The  surveys  undertaken  during 
the  course  of  this  study  underscore  the  multiple  needs  of  the  businesses 
operated  by  women  and  minorities.  It  makes  no  sense  to  duplicate  existing 
programs  when  cooperation  will  produce  a network  of  service-providers 
whose  resources  can  be  tapped  in  behalf  of  minority  and  women-owned 
businesses. 

A list  of  such  agencies  and  organizations  can  be  found  in  Appendix  J. 
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BETWEEN  A ROCK... AND  A HARD  PLACE 


CHAPTER  SEVEN:  FOCUS  GROUP  SESSIONS 

During  the  course  of  the  study,  the  consultant  team  convened  two  focus 
group  meetings  in  which  minority  and  women  businesses,  representatives 
from  the  insurance  industry  and  technical  assistance  organizations, 
staff  from  City  government  agencies  and  other  interested  parties  were 
given  the  opportunity  to  discuss  the  findings  of  the  study  and  to  make 
recommendations  for  improving  the  situation  with  regard  to  the  financial 
requirements  attached  to  most  City  contracts. 

The  sessions  were  purposely  kept  small  so  that  meaningful  discussion  could 
take  place.  Invitations  went  to  individuals  who  had  already  expressed  an 
interest  in  coming  together  to  offer  solutions.  (See  Appendix  K for  a list 
of  invitees,  and  Appendix  L for  the  letter  of  invitation  and  response 
form.)  Attempts  were  made  to  "balance"  the  groups  so  that  the  various 
interests  would  be  represented  at  each  session.  The  consultant  team 
prepared  basic  information  on  insurance  and  bonding  requirements,  a sample 
of  a typical  clause  on  insurance  in  a personal  service  contract  with  the 
City  (see  Appendix  G) , a summary  of  the  kinds  of  issues  raised  about  the 
insurance  and  bonding  requirements  by  MBEs  and  WBEs,  and  a "summary" 
form  on  which  participants  could  indicate  their  concerns  and  recommenda- 
tions (see  Appendix  D for  a copy  of  the  form) . 

The  discussions  were  lively  in  each  session  as  participants  shared  their 
concerns,  their  experiences  and  their  expertise.  Industry  representatives 
reiterated  the  problems  that  had  beset  the  surety  bond  industry  - on  a 
world-wide  basis.  High  loss  ratios  over  a period  of  years  have  forced 
the  industry  to  re-evaluate  its  criteria  for  insuring/bonding  and  its 
premium  schedules.  In  fact,  there  has  been  a virtual  moratorium  on  insuring 
and  bonding  small  new  businesses.  Where  such  insurance  is  issued,  it  usually 
also  comes  with  a high  price  tag.  MBEs  and  WBEs  present  detailed  the  prob- 
lems they  faced  in  trying  to  enter  this  market  in  order  to  conform  to  the 
requirements  of  City  contracts.  They  are  usually  small  and  undercapitalized; 
they  are  recent  entries  into  entrepreneurship  and  do  not  have  a "track  record." 
These  factors  all  operate  to  make  them  "high  risk"  as  far  as  the  industry  is 
concerned.  Professional  services  (e.g.  doctors,  lawyers,  dentists,  archi- 
tects, engineers,  etc.)  are  particularly  hard-hit  in  the  insurance  market 
and  many  find  that  they  are  "uninsurable"  from  the  point  of  view  of  the 
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industry.  These  professions  also  find  themselves  the  targets  of  litigation 
from  an  increasingly  Msue-happyM  populace  and  insurance  becomes  a must.  They 
either  pay  the  dramatically  increased  premiums  set  by  the  industry  or,  as  is 
happening  in  many  professions,  they  band  together  with  others  in  their  occu- 
pational areas  to  form  their  own  insurance  groups.  Another  alternative  is  to 
be  uninsured,  but  that  is  not  an  alternative  for  those  seeking  to  do  business 
with  the  City  and  County  of  San  Francisco. 

Setting  the  premiums  on  insurance  is  a complicated  task.  The  Insurance 
Services  Offices  (ISO)  gathers  information  for  the  insurance  industry  and 
publishes  suggested  rates  for  various  categories  of  businesses  and  occupa- 
tions. Gary  Robinson,  who  has  written  a practical  guide  on  insurance  for 
* 

fhe  businessperson  in  which  he  discusses  rates,  says: 

The  ISO  publishes  rates  that  will  result  in 
an  overall  loss  and  expense  ratio  of  95  percent. 

This  means  that  the  total  cost  of  insuring  a 
risk  should  take  95  cents  out  of  every  dollar. 

This  leaves  5 cents  for  underwriting  profit. 

As  of  this  writing  (1984),  the  advisory  ISO 
rates  are  being  discounted  to  the  point  where 
the  overall  loss  and  expense  ratio  (referred 
to  as  the  combined  ratio)  is  approximately 
114  percent.  Thus,  for  every  dollar  received 
as  insurance  premiums,  $1.14  is  paid  out. 

(page  5-1) 

Obviously,  insurers  are  going  to  be  very  sensitive  to  the  risks  they  are 
facing  when  insuring  a particular  business.  Industry  representatives  at 
the  focus  group  sessions  were  uniform  in  their  advice  to  MBEs  and  WBEs 
about  the  importance  of  maintaining  good  financial  records  which  can  be 
submitted  when  applying  for  insurance  and  bonding.  The  information  sup- 
plied must  be  "credible"  and  small  businesses  are  well-advised  to  invest 
in  a good  accountant  to  maintain  the  records  and  prepare  the  financial 
statements  that  are  critical  to  obtaining  bonding,  loans,  and  lines  of 
credit.  One  industry  representative  at  the  session  put  it  concisely; 

The  three  "C’s"  of  bonding  are: 

Capital,  Capacity,  and  Character. 

The  MBEs  and  WBEs  present  indicated  that  the  problems  of  small  business 
were  that  they  were  long  on  the  last  C (character) , were  trying  to  build 


* Robinson,  Gary.  GETTING  THE  MOST  FROM  YOUR  BUSINESS  INSURANCE.  1984, 
Oasis  Press,  1287  Lawrence  Station  Road, 

Sunnyvale,  CA  94089  (408)  745-7093. 
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the  middle  C (capacity),  and  were  suffering  from  a shortage  of  the  first 
C (capital).  As  these  businesses  try  to  improve  their  positions,  they 
are  caught  in  a "Catch  22"  situation  of  not  being  able  to  build  capacity 
without  capital,  or  gain  capital  without  capacity.  High  insurance  costs 
simply  add  to  their  problems. 

There  was  strong  consensus  in  the  room  that  the  City’s  "requirements"  for 
insurance  and  bonding  seem  not  to  have  a valid  basis.  Not  all  contracts 
warrant  $1,000,000  in  insurance  coverage.  Participants  felt  that  the 
amounts  of  insurance  and  bonding  should  reflect  an  actual  evaluation  of 
the  potential  risks  to  the  City,  the  competence  of  the  Contractor,  and 
the  nature  and  amount  of  the  contract. 

The  insurance  agent  is  an  important  player  in  the  game  and  MBEs  and  WBEs 
were  advised  to  shop  around  to  get  an  agent  who  is  capable  of  providing 
the  best  service  and  of  assessing  which  companies  are  the  best  for  speci- 
fic types  of  coverage.  Each  carrier  has  certain  "idiosyncrasies"  and  it 
is  important  for  agents  to  know  the  special  expertise  needed  and  which 
carriers  have  it.  The  insurance  agent  can  also  act  as  an  educator  - by 
giving  assistance  to  the  business  in  determining  what  types  of  insurance 
should  be  carried  on  a regular  basis  and  what  special  coverages  are  neces- 
sary for  particular  situations.  Several  industry  associations  provide 
opportunities  for  businesses  to  learn  more  about  insurance  and  bonding: 

• Insurance  Educational  Association 

• Independent  Insurance  Agents  & 

Brokers  of  California 

• Professional  Insurance  Agents 

When  determining  the  insurability  of  a business,  background  information  (in 
addition  to  the  financial  information)  on  both  the  individual  and  the  business 
is  evaluated.  The  specifics  on  the  contract  for  which  the  insurance  is  sought 
are  also  helpful  to  the  agent. 

MBEs  and  WBEs  discussed  the  specific  problems  they  faced  because  of  the 
significantly  increased  insurance  costs.  In  bidding  on  a particular  con- 
tract, insurance  costs  are  estimated  as  part  of  the  bid;  by  relying  on  last 
year’s  insurance  rates,  many  bidders  have  seriously  underbid  on  current  con- 
tracts and  may  face  losses,  rather  than  profits  on  contracts  they  have  won. 
Insurance  representatives  also  stressed  the  importance  of  giving  the  agent 
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sufficient  time  to  shop  for  the  best  carrier  and  the  best  rates..  Last 
minute  requests  for  bonding  and  insurance  do  not  produce  the  most  eco- 
nomical responses. 

In  addition  to  the  coverage  required  by  the  city,  other  factors  may 
cause  difficulty  in  getting  insurance  at  reasonable  costs.  Among 
these  are: 


• Arrest  and  conviction  clauses 

• Third  party  liability 

• Naming  the  City  and  County  as 

’’additional  insureds” 

The  more  these  requirements  are  included,  the  more  difficult  it  is  to  get 
economical  insurance  coverage  for  a business. 

In  the  discussions  on  bonding,  it  was  pointed  out  that  bonding  has  a very 
different  focus  from  insurance.  The  assumption  behind  the  posting  of  a 
bond  is  that  the  individual/business  has  the  capacity  to  repay  the  bond 
in  the  event  of  loss.  Therefore,  the  stability  of  the  business  is  an 
important  criterion  for  guaranteeing  the  bond.  The  more  stable  and 
successful  the  business,  the  lower  the  rate  for  bonding.  In  the  general 
discussion,  it  was  agreed  that  small  businesses  need  more  information  on 
the  bonding  process  - what  is  needed  and  where  to  go  for  help.  As  with 
insurance,  many  participants  agreed  that  the  amount  of  bonding  required 
by  the  City  is  too  high.  Much  of  the  present  difficulty  of  MBEs  and  WBEs 
in  acquiring  bonding  could  be  alleviated  by  the  City's  reducing  the  amount 
required.  Performance  bond  requirements  were  viewed  as  much  too  stringent 
for  the  small  business;  only  the  larger  firms  can  meet  these  requirements. 
Many  MBEs  and  WBEs  don't  bid  - not  because  they  cannot  do  the  job,  but 
because  they  cannot  afford  the  cost  of  the  performance  bond.  In  addition, 
some  bonding  companies  will  only  accept  financial  statements  prepared  by 
a Certified  Public  Accountant  (CPA),  thus  escalating  the  cost  even  further 
for  the  small  business.  If  the  job  is  large  enough  to  provide  a good 
profit,  the  costs  can  be  absorbed;  otherwise  the  cost  is  prohibitive. 

One  of  the  participants  suggested  that  the  San  Francisco  Human  Rights  Com- 
mission might  be  able  to  pre-qualify  bidders  and  keep  a roster  of  firms 
who  are  financially  stable  and  capable  of  performing  on  contracts  of  a 
specific  size.  The  pre-certification  would  require  a system  for  verification 
of  capability  - financial  statements,  history  of  losses,  credit  reports,  etc. 
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It  might  be  possible  to  defray  the  expenses  for  the  process  through  con- 
tributions from  the  businesses  served. 

The  discussion  also  focused  on  efforts  that  could  be  made  to  restructure 
some  of  the  contracts  - e.g.  breaking  a large  contract  into  smaller  seg- 
ments which  could  be  handled  by  small  businesses.  As  successes  accumulate, 
each  business  could  begin  to  increase  its  capacity  to  bid  on  and  win  the 
larger  contracts. 

Participants  at  both  focus  group  sessions  agreed  that  there  should  be  more 
opportunities  for  interaction  among  City  agencies,  insurance  and  bonding 
industry  representatives,  and  the  businesses  seeking  contracts.  As  each 
sector  learns  more  about  the  problems  and  strengths  of  everyone  else  in- 
volved, the  process  could  be  made  more  equitable  for  all.  Many  partici- 
pants in  the  two  sessions  indicated  a willingness  to  continue  the  dis- 
cussions in  an  effort  to  work  out  solutions. 
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BETWEEN  A ROCK. AND  A HARD  PLACE 


CHAPTER  EIGHT:  SURVEY  OF  LITERATURE  AND  OTHER  JURISDICTIONS 

The  "crisis"  in  the  insurance  industry  has  had  nationwide  press  throughout 
this  year.  A sampling  of  some  of  the  stories  involving  cities,  child  care 
centers,  professionals,  businesses  and  school  districts  is  included  in 
Appendix  E. 

Many  cities,  counties  and  states  have  programs  which  seek  to  increase  the 
participation  of  minority  and  women-owned  businesses  in  public  contracting. 

As  part  of  our  research  for  the  study,  the  consultant  team  selected  a few 
public  jurisdictions  and  requested  information  about  their  programs  and 
their  efforts  to  overcome  the  barriers  erected  by  insurance  and  bonding 
problems.  This  is  not  a comprehensive  survey,  but  it  does  provide  some 
guidance  on  the  possible  approaches  that  could  be  used  in  San  Francisco. 

CALI  FORN I A 

The  State  of  California  has  a policy  commitment  to  increase  the  utilization 
of  small,  minority  and  women-owned  businesses  by  State  contracting  authorities. 
Major  responsibility  for  implementing  the  policy  lies  with  the  Department  of 
General  Services,  Office  of  Small  and  Minority  Business.  Its  goals  and  ob- 
jectives are: 

To  aid,  counsel,  assist,  and  protect, 
insofar  as  is  possible,  the  interests 
of  small,  minority  and  women-owned 
business,  and  to  ensure  that  a fair 
proportion  of  the  total  State  of  Cali- 
fornia purchases  and  contracts  be  placed 
with  small,  minority,  and  women-owned 
business  enterprises. 

Three  units  of  the  Office  have  special  responsibilities  for  implementation: 
the  Small  Business  Unit;  the  Small,  Minority  and  Women  Business  Program; 
and  the  California  State  Contracts  Register.  There  is  a 5/  preference  for 
small  businesses.  Through  the  Small,  Minority  and  Women  Business  Program, 
the  state  gives  technical  assistance  to  businesses  on  the  bidding  process, 
licensing,  bonding,  and  insurance  requirements  and  arranges  meetings  between 
contracting  authorities  and  those  wishing  to  do  business  with  the  State. 

The  California  State  Contracts  Register,  started  in  1981,  centralizes  the 
listing  of  available  state  contracts  for  goods  and  services. 
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In  addition,  the  State  has  a "Prompt  Payment  Program"  which  authorizes 
accounting  offices  to  pay  the  invoices  of  properly  identified  small 
businesses  on  a priority  basis.  Cash  discounts  of  at  least  %%  for 
payment  within  20  days  also  expedite  payment  of  invoices. 

State  agencies  which, . without  reasonable  cause,  fail  to  pay  the  invoices 
of  small  businesses  within  thirty  days  of  the  required  payment  date,  are 
required  to  pay  an  assessed  penalty  of  of  the  total  amount  due,  per 
day,  to  the  identified  business. 

The  State  does  not  require  insurance  or  bonding  on  every  State  contract; 
in  most  instances,  however,  the  State  will  withhold  10%  of  every  invoice 
until  the  contract  has  been  satisfactorily  completed. 

MARYLAND 

The  Maryland  Small  Business  Development  Financing  Authority  (MSBDFA)  has 
been  created  to  assist  minority  businesses  with  financing  problems.  The 
agency,  which  has  received  special  funding  for  this  purpose,  can  guarantee 
up  to  80%  of  loans  made  by  financial  institutions  to  minority  businesses. 
The  agency  also  works  closely  with  a new  private  sector  program  called  the 
Development  Credit  Fund  to  underwrite  high-risk  loans.  The  DCF  is  funded 
by  the  state  and  by  six  of  Maryland's  largest  banks. 

MSBDFA  also  has  a contract  financing  program  which  can  make  direct  loans 
or  offer  a guarantee  of  up  to  90%  on  working  capital  loans  for  Federal, 
State  and  local  government  contracts. 

A new  program,  passed  in  the  1984  legis.la.tiye  session  and  expected  to  he 
fully  operational  by  1986,  is  the  Surety  Bonding  Guaranty  Program.  The 
program  establishes  a $12  million  capital  pool  to  provide  bonding  for 
government  contracts  with  a face  value  of  up  to  $1  million;  it  would  also 
provide  up  to  a 90  percent  guaranty  for  a bid  performance  and  payment  bond 
for  small  business.  MSBDFA  may  also  establish  a surety  bonding  credit  line 
to  guarantee  multiple  bonds.  The  program  will  be  funded  by  a State  general 
obligation  bond. 

The  state  has  a 10%  purchasing  goal  for  minority  business  and  a 5%  price 
preference  for  small  and  disadvantaged/minority  businesses. 
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Calls  were  made  to  the  counties  of  Alameda,  San  Mateo  and  Marin  to  ascertain 
what  their  policies  and  procedures  were  with  respect  to  bonding  and  insurance. 
The  information  received  by  the  consultant  team  provides  some  guidance  on  how 
other  counties  handle  the  issues. 

SAN  MATEO 

On  General  Liability  insurance,  the  "standard"  limit  is  $1,000,000.  The 
specific  requirement  depends  on  the  risk  exposure.  On  a large  construc- 
tion project,  using  many  people,  a lot  of  equipment,  posing  many  hazards, 
the  County  can  and  might  require  more  than  the  $1,000,000. 

If  the  job  requires  heavy  use  of  automobiles,  they  can  require  $1,000,000 
in  auto  liability  insurance.  For  services  such  as  an  attorney,  engineer, 
programmer,  etc,  the  professional  liability  requirement  is  usually  $500,000. 
All  of  these  types  of  insurance  can  be  adjusted  in  amount  and  the  decision 
on  doing  this  is  made  on  a case-by-case  basis. 

ALAMEDA 

The  County  requires  several  different  kinds  of  insurance  depending  on  the 
particular  contract  - general  liability,  auto,  public  liability,  completed 
product  (or  completed  operation),  labor  and  materials,  errors  and  omissions, 
professional  liability.  The  County  uses  a Checklist  Form  (see  Appendix  M) 
for  each  contract,  listing  all  the  possible  insurance  requirements.  The 
form  goes  to  the  Risk  Manager  who  checks  the  appropriate  box(es)  for  what 
is  needed.  These  decisions  are  negotiable  and  staff  can  request  adjustments 
in  the  coverage  indicated.  The  County  is  always  included  as  "additional 
insured"  on  whatever  insurance  is  included. 

On  personal  service  contracts,  insurance  requirements  are  not  as  rigid;  if 
auto  use  is  high,  the  County  may  require  auto  liability.  If  the  contractor 
is  handling  large  amounts  of  money,  bonding  is  likely  to  he  required  for 
that.  There  are  no  insurance  requirements  for  vendors.  Construction  con- 
tracts have  the  most  insurance  and  bonding  requirements. 

The  "basic"  requirements  are  $1,000,000  general  liability;  $1,000,000  auto- 
mobile; the  "requirements"  are  frequently  adjusted  downward  in  consultation 
with  the  Risk  Manager. 


- 25 


MARIN 


The  amount  of  insurance  required  depends  on  the  size  and  nature  of  the  con- 
tract; generally,  it  is  $1,000,000  for  general  liability.  No  automobile 
insurance  is  required;  however,  if  they  encountered  a contract  in  which 
extensive  use  of  a private  automobile  was  required,  they  would  look  at  the 
necessity  of  requiring  automobile  liability.  No  adjustments  are  possible 
at  the  administrative  level;  it  would  take  a decision  of  the  Board  of  Super- 
visors to  change  the  prescribed  insurance. 

With  some  contractors,  usually  small  businesses,  the  County  does  not  require 
insurance  coverage.  Some  contracts  are  so  small  that  the  County  officials 
know  that  any  insurance  requirement  would  be  a hardship  on  the  contractor. 

None  of  the  contractors  with  whom  they  work  have  indicated  any  problems 
qualifying  for  and  getting  insurance.  Most  have  been  in  business  for  a 
very  long  time  and  have  "track  records"  that  make  it  less  difficult  for 
them  to  qualify  for  reasonable  rates  in  insurance/bonding. 

GOLDEN  GATE  BRIDGE  DISTRICT 

During  the  course  of  the  study,  the  consultant  team  received  a Request 
for  Proposal  from  the  Golden  Gate  Bridge  District  regarding  a study  of 
travel  patterns  in  the  Golden  Gate  Corridor.  The  contract  attached  included 
the  insurance  required  for  any  contractor  selected  to  do  the  work:  Workers' 
Compensation  and  Employers'  Liability  of  not  less  than  $1,000,000;  General 
Liability  Insurance  (including  automobile  operation)  of  $1,000,000  limit 
for  each  occurrence,  with  the  District  and  its  Directors  named  as  "additional 
insured";  and  Professional  Liability  Insurance,  with  a limit  of  $1,000,000 
for  any  one  claim. 

A few  days  before  the  proposal  was  due,  a letter  was  received  from  the 
District  cancelling  the  requirement  for  Professional  Liability  Insurance 
(see  Appendix  N) . The  consultant  team  contacted  the  Bridge  District  to 
ascertain  why  the  requirement  had  been  withdrawn.  The  team  was  informed 
that  the  District  had  been  questioned  by  a number  of  potential  bidders  about 
the  Professional  Liability  Insurance  requirement;  the  District  reviewed  its 
needs  and  decided  that  that  type  of  insurance  was  really  not  needed  for  a 
"soft  job"  like  the  travel  pattern  study;  if  construction  had  been  involved. 
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the  requirement  would  not  have  been  withdrawn. 

The  consultant  team  has  cited  these  few  examples  to  highlight  that  the 
insurance/bonding  issue  is  not  a problem  limited  to  San  Francisco,  nor 
indeed  to  MBEs  and  WBEs.  Any  public  jurisdiction  involved  in  contracting 
with  private  firms  must  be  concerned  about  performance  and  liability;  how- 
ever, inflexible  standards  and  requirements  do  not  serve  the  best  interests 
of  the  contractor  or  the  public  entity.  Any  jurisdiction  should  have  the 
latitude  to  adjust  a requirement  when  it  appears  to  be  in  the  public  in- 
terest to  do  so.  When  competent  businesses  are  eliminated  from  considera- 
tion on  jobs  that  they  could  perform  simply  because  they  are  not  able  to 
meet  an  excessively  high  insurance  or  bonding  requirement,  some  process 
for  review  of  these  "standards"  should  be  available. 
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BETWEEN  A ROCK, , .AND  A HARD  PLACE 


CHAPTER  NINE:  STUDY FINDINGS 


The  consultant  team  collected  a substantial  amount  of  information  because 
of  the  cooperation  and  interest  of  those  to  whom  we  turned  for  help.  Much 
of  the  material  has  never  been  available  before  in  one  place;  the  study 
findings  and  recommendations  should  provide  background  for  the  decisions 
that  should  be  made  in  order  to  achieve  the  goals  of  Ordinance  139-84. 

The  findings  of  the  study  are: 

1.  ALL  CITY  AGENCIES  AND  DEPARTMENTS  DO  NOT  REQUIRE  BONDING, 
INSURANCE,  AND/OR  SPECIAL  FEES  OF  THEIR  CONTRACTORS  OR 
VENDORS. 

The  survey  of  the  Departments  and  Agencies  of  the  City  and 
County  of  San  Francisco  identified  thirty-six  agencies  which 
award  contracts  to  businesses  operating  for  profit;  twenty- 
eight  of  these  agencies  reported  that  contractors  and  ven- 
dors are  required  to  meet  specific  bonding,  insurance  and/or 
fee-related  requirements. 

Four  of  the  reporting  agencies,  which  awarded  personal  service 
contracts,  reported  that  they  have  no  specific  insurance  or 
bonding  requirements. 

The  remaining  four  reporting  agencies  indicated  that  they 
either  made  no  contract  awards,  or  that  the  requirements 
for  contractors  were  imposed  by  the  City,  not  by  the  agency. 

2.  UNDER  CERTAIN  C I RCIJMSTANCES  , MANY  OF  THE  REQUI  RE  ME  NTS  I MPOSED 
CAN  BE  WAIVED  OR  ADJUSTED. 

Seventeen  of  the  agencies  which  reported  that  they  required 
specific  types  of  insurance  and/or  bonding  indicated  that 
most  of  these  could  be  either  waived  entirely  or  adjusted. 

The  authority  for  making  the  decision  is  the  sole  responsi- 
bility of  the  departmental  or  agency  head  in  some  agencies; 
in  most  agencies,  the  City's  Risk  Manager  is  routinely  con- 
sulted before  any  requirements  are  changed. 

In  making  a decision,  the  factors  which  are  weighed  are: 

1)  What  is  the  City's  exposure  to  risk  under  the  proposed 
contract?  2)  What  is  the  amount  and/or  duration  of  the 
proposed  contract?  3)  What  is  the  type  of  work  to  be 
performed? 

3.  THE  MOST  FREQUENTLY  IMPOSED  REQUIREMENTS  ARE  WORKERS'  COMPEN- 
SATION AND  EMPLOYERS'  LIABILITY,  COMP RE HE NS  I VE  GENERAL  LIABIL- 
ITY, AND  AUTOMOBILE  LIABILITY. 

The  amounts  required  under  each  of  these  kinds  of  insurance 
can  vary,  but  there  are  certain  dollar  limits  that  are  usually 
set.  In  the  case  of  these  standard  coverages,  $1,000,000  is 
often  stated  as  the  mandated  coverage. 


- 28 


The  City  and  County  of  San  Francisco  must  be  included 
as  an  "additonal  insured”  for  Auto  Liability  and  for 
Comprehensive  General  Liability.  Where  other  types  of 
insurance  are  necessary,  the  same  ’’additional  insured" 
clause  must  appear  in  the  insurance  policy. 

4.  THERE  IS  A DIFFERENCE  IN  THE  PERCEPTION  OF  CITY  AGENCIES 
AND  POTENTIAL /ACTUAL  CONTRACTORS  CONCERNING  THE  IMPACTS 
OF  FINANCIAL  REQUIREMENTS., 

In  the  surveys  conducted  by  the  consultant  team,  the 
same  question  was  asked  of  the  Departments  and  Agencies 
of  the  City  and  of  the  minority  and  women  entrepreneurs: 

Do  you  believe  MBEs  and  WBEs  have  problems  obtaining  the 
required  insurance  and/or  bonding? 

There  was  a striking  difference  in  the  responses  of  the 
two  groups.  Less  than  25%  (8)  of  the  responding  agencies 
thought  that  such  problems  existed.  However,  nearly  50% 
of  the  201  MBEs  and  WBEs  who  responded  (99)  cited  the 
bonding  and  insurance  requirements  as  major  problems. 

One  reason  for  the  disparity  in  response  may  be  that  the 
departments  and  agencies  tend  to  see  only  those  businesses 
which  are  successful  in  securing  the  mandated  insurance 
and  bonding. 

5.  THE  INSURANCE  INDUSTRY  IS  IN  A PERIOD  OF  DRAMATIC  CHANGE. 

There  is  consensus  among  all  sources  that  rates  for  insurance 
are  escalating  rapidly.  Industry  representatives  agree 
that  1985  insurance  rates  are  at  least  300%  higher  in 
most  categories  than  1984  rates.  The  one  category  in 
which  this  appears  less  true  is  in  Workers’  Compensation; 
sources  indicate  that  these  rates  tend  to  be  stable  because 
of  the  State  Compensation  Insurance  Fund's  influence  on 
the  industry. 

Industry  representatives  report  that  there  have  been  high 
loss  ratios  within  insurance  companies  for  several  years. 
Litigation  and  unexpected  "natural  disasters"  are  cited 
as  two  reasons  for  the  losses.  The  industry  is  compen- 
sating for  those  losses  by  re-evaluating  its  clients  and 
its  rates. 

The  market  is  so  bad  that  there  have  been  industry-wide 
decisions  not  to  accept  high  risk  new  clients  like  small 
businesses  which  have  been  recently  formed;  some  occupational 
categories  (e.g.  structural  engineers,  architects,  etc.)  are 
also  finding  it  nearly  impossible  to  obtain  insurance;  those 
that  are  successful  report  extremely  high  premiums. 

As  insurance  industry  rates  escalate  beyond  the  "ability  to 

pay,"  some  occupations  and  professions  are  opting 

for  pooling  their  resources  to  provide  "self-insurance." 
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6.  THERE  IS  ADVERSE  I MPACT  ON  MINORITY  AND  WOMEN  OWNED  BUS- 
INESS ENTERPRISES  BECAUSE  OF  THESE  CHANGES  IN  THE  INSURANCE 
I NDUSTRY . 

As  the  requirements  to  qualify  for  insurance  and  bonding 
become  more  stringent,  there  is  a disproportionate  impact 
on  minority  and  women-owned  businesses.  Insurance  and 
bonding  companies  tighten  their  qualifying  guidelines 
to  demand  detailed  financial  statements,  explicit  "track 
records"  of  performance,  substantial  financial  reserves, 
and  longevity  as  a business.  Many  of  the  MBEs  and  WBEs 
who  are  seeking  City  contracts  are  newly-formed  and  can- 
not meet  these  tightened  standards. 

7.  THERE  IS  AN  ADVERSE  IMPACT  ON  MINORITY  AND  WOMEN-OWNED 
BUSINESSES  BECAUSE  OF  THE  CITY'S  REQU I RENENTS  FOR  HIGH 
LIMIT  INSURANCE,  BONDING,  AND  FEES. 

In  the  face  of  the  industry’s  more  stringent  policies, 
minority  and  women-owned  businesses  - which,  are  often 
relatively  new  and  frequently  undercapitalized  - are 
particularly  disadvantaged  when  the  City  places  strict 
requirements  for  high  limit  insurance  and  bonding. 

These  businesses  frequently  find  it  difficult  to  get 
loans  and  lines  of  credit  from  traditional  funding 
sources;  they  have  no  surplus  capital  of  their  own;  and 
they  cannot  meet  the  tougher  standards  of  the  industry. 
Performance  bonds  - always  relatively  costly  - are  now 
virtually  outside  the  means  of  many  of  the  MBEs  and 
WBEs  who  are  trying  to  improve  their  capacity  to  com- 
pete in  the  market.  If  they  can  get  the  insurance  or 
bond,  they  must  either  raise  their  bids  so  high  to 
cover  the  cost  that  they  cannot  compete  with  more 
established  businesses  OR  they  decide  not  to  compete 
at  all  because  they  know  that  they  cannot  get  the 
required  financial  guaranties. 

8.  THE  RATIONALE  FOR  REQUIRING  SPECIFIC  LEVELS  OF  INSURANCE 
AND/OR  BONDING  IN  SOME  CASES  AND  NOT  IN  OTHERS  IS  DIFFI- 
CULT TO  JUSTIFY. 

The  consultant  team  did  its  best  to  find  out  how  the  limits 
required  by  the  City  were  determined;  the  answer  was  not 
forthcoming.  Many  people  who  responded  said  that  it  has 
always  been  at  this  level;  no  one  seemed  to  know  when  the 
requirements  were  imposed  and  why. 

There  do  not  appear  to  be  any  City-wide  guidelines  that  can 
be  applied  in  deciding  when  and  if  the  limits  should  be  either 
waived  or  adjusted.  The  present  "system"  places  the  onus  for 
making  those  decisions  on  the  individual  contracting  authority. 
If  he/she  takes  the  initiative  and  consults  with  the  proper 
persons  (Risk  Manager,  Director,  etc.),  changes  may  be  approved. 
Therefore,  if  one  contracting  authority  has  a contracts  admin- 
istrator who  is  assertive,  the  requirements  for  that  agency 
may  be  substantially  different  from  another  agency  which  has 
a less  assertive  (or  more  overworked)  administrator. 
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The  consultant  team  carefully  reviewed  all  the  information  collected 
in  an  effort  to  assess  the  possible  influence  that  racial,  ethnic  or 
sex  discrimination  might  have  on  the  procedures  implemented  by  the 
City.  It  is  not  possible  to  look  into  the  hearts  and  minds  of  each 
contract  administrator  to  uncover  any  possible  evidence  of  personal 
prejudice.  Fortunately,  it  is  not  necessary  to  do  that.  Regardless 
of  what  is  in  the  hearts  and  minds  of  these  individuals,  the  reality 
is  that  the  present  procedures  have  the  effect,  if  not  the  intent,  of 
discriminating  against  MBEs  and  WBEs. 

Ordinance  139-84  is  the  established  policy  of  the  City  and  it  places 
strong  emphasis  on  efforts  to  increase  the  participation  of  minority 
and  women-owned  businesses  in  the  City  contracting  process.  The 
record  of  underutilization  in  the  past  is  clear;  the  study  suggests 
that  one  reason  for  that  underutilization  is  the  stringent  requirement 
for  specific  insurance  and  bonding.  Many  of  the  respondents  in  the 
study  recounted  their  problems  and  indicated  that  they  either  did  not 
bid  or  that  they  bid,  won  and  then  could  not  qualify  for  the  insurance 
and  therefore  lost  the  contract.  If  the  underutilization  is  to  be 
corrected  so  that  the  goals  of  the  ordinance  are  met,  then  some  revision 
in  the  present  requirements  is  necessary. 
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BETWEEN  A ROCK, , »AND  A HARD  PLACE 


CHAPTER  TEN:  RECOMMENDAT  I ONS 

The  study  has  revealed  a number  of  problems  with  the  present  system 
under  which  contracts  are  awarded  in  the  City  and  County  of  San  Francisco. 
Because  there  are  many  different  departments  and  agencies  which  award 
contracts,  it  is  understandable  that  various  approaches  are  taken  to 
establishing  and  implementing  standards.  It  is  also  important  that 
any  system  have  the  flexibility  to  adjust  to  legitimate  special  cir- 
cumstances. However,  there  should  be  clear  guidelines  on  when  and 
how  these  adjustments  are  permitted.  If  Ordinance  139-84  is  to  have 
the  desired  result  - increasing  the  participation  in  City  contracting 
of  minority  and  women  business  enterprises  - then  it  is  important  to 
take  steps  to  improve  the  standards  under  which  contracts  are  awarded. 


The  consultant  team  makes  the  following  recommendations  that: 


1.  THE  HUMAN  RIGHTS  COMMISSION  IMMEDIATELY  CONVENE  A 
MEETING  OF  THE  APPROPRIATE  STAFF  PERSONS  IN  EACH 
AGENCY  WHO  HAVE  RESPONSIBILITY  FOR  CONTRACT  ADMIN- 
ISTRATION to: 

□ Review  the  requirements  in  each  agency  for 
bonding,  insurance  and  special  fees 

□ Discuss  the  rationale  for  the  requirements 
and  revise  them,  as  necessary  to  reflect  the 
present  needs  of  the  City 

□ Standardize  the  procedures  for  waiving  and/or 
altering  requirements  in  specific  situations 

NOTE:  The  Risk  Manager  and  representatives  from  the 
Office  of  the  Controller,  the  Office  of  the 
City  Attorney,  and  the  Purchaser’s  Office 
should  be  involved  in  the  discussions  to 
assure  that  legal  and  fiscal  policies  are 
sound . 

2.  THE  HUMAN  RIGHTS  COMMISSION  ARRANGE  A MEETING  (OR 
MEETINGS)  BETWEEN  APPROPRIATE  CITY  REPRESENTATIVES 
AND  REPRESENTATIVES  FROM  THE  INSURANCE  AND  BONDING 
INDUSTRIES  TO: 

□ Discuss  what  "reasonable  standards"  of  insurance 
and  bonding  should  be  and  what  can  be  done  to 
lower  the  cost  for  needed  coverage 
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□ Review  the  factors  for  evaluating  potential 
risk  to  the  City  in  the  contracting  process 
so  that  standards  can  be  set  for  deciding 
when  specific  requirements  can  be  waived 

or  adjusted 

□ Explore  alternative  approaches  for  minimizing 
the  anticipated  risk  or  spreading  the  risk 

in  ways  that  do  not  jeopardize  the  City  nor 
bar  MBEs  and  WBEs  from  qualifying  for  City 
contracts 

□ Develop  an  ongoing,  cooperative  relationship 
between  the  insurance  and  bonding  industries 
and  the  Human  Rights  Commission  so  that  a 
technical  assistance/education  program  can 

be  implemented  to  help  MBEs  and  WBEs  evaluate 
their  insurance  and  bonding  needs  and  gain 
the  expertise  to  prepare  the  information 
which  will  qualify  them  for  coverage  in 
the  general  market 

3.  THE  HUMAN  RIGHTS  CONWISSION  AND  THE  PURCHASING 
DEPARTMENT  DEVELOP  AND  MAINTAIN  AN  ACT I VE / CURRENT 
ROSTER  OF  INSURERS /BONDERS  TO  WHOM  MBES  AND  WBES 
CAN  BE  REFERRED  FOR  COUNSELING  AND  OTHER  TECHNICAL 
ASSISTANCE  ON: 

D The  appropriate  levels  and  types  of  insurance 
that  should  be  carried  for  the  type  of  business 

D How  to  prepare  financial  and  planning  information 
on  the  business  in  a format  and  with  the  proper 
content  that  will  enhance  their  ability  to  quali- 
fy for  conventional  financing  and  insurance  or 
bonding 

NOTE:  Technical  assistance  organizations  which,  can 
provide  help  to  these  businesses  should  also 
be  included  on  the  roster. 

4.  THE  HUMAN  RIGHTS  COMMISSION,  WITH  THE  COOPERATION  OF 
THE  APPROPRIATE  ASSOCIATIONS  OF  THE  INSURANCE  AND 
BONDING  INDUSTRIES,  UNDERTAKE  AN  EDUCATIONAL  EFFORT 
AMONG  SMALL  BUSII^ESS  OPERATORS  WITH  REGARD  TO: 

n Determining  minimum/optimum  insurance  and  bonding 
coverage  for  their  businesses 

D Preparation  of  bonding  and  insurance  applications 

D Selecting  and  evaluating  an  insurance  agent 

D Estimating  insurance  costs  realistically  in  the 
preparation  of  bids  and  proposals 

NOTE:  This  type  of  an  educational  approach,  coiild  include 

books  and  pamphlets,  videotapes,  slide  presentations, 
seminars  and  workshops,  etc. 
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5.  CITY  AND  COUNTY  OFFICIALS  SEEK  THE  ASSISTANCE  OF  THE 
STATE  DEPARTMENT  OF  INSURANCE  AND  STATE  LEGISLATORS 
IN  DETERMINING  IF  EXISTING  LAWS  AND  POLICIES  ARE 
BEING  VIOLATED  AND  IF  ADDITIONAL  LEGISLATION  IS 
NEEDED  TO: 

□ Curtail  midterm  cancellations  of  existing  insurance 
coverage 

□ Limit  arbitrary  industry  decisions  not  to  renew 
coverage  or  not  to  include  certain  occupations 
for  specific  coverage 

□ Halt  unjustified,  spiralling  premiums  for  the 
coverage  that  is  required  for  most  businesses 

6.  CITY  AND  COUNTY  AGENCY  STAFF  WHO  ARE  ASSIGNED  PRIMARY 
OR  COLLATERAL  RESPONSIBILITY  FOR  ADMINISTERING  THE 
CONTRACT  PROGRAM: 

□ Receive  direct  and  specific  training  in  these 
duties  so  that  they  are  current  on  changes  in 
the  industry  and  in  legislation  affecting  their 
duties 

□ Have  access  to  specific  contact  persons  on  the 
staffs  of  the  Purchaser,  the  Risk  Manager  and  the 
City  Attorney  so  that  they  can  seek  advice  on 
the  requirements  applied  to  specific  contracts 

7 „ THE  HUMAN  RIGHTS  COMMISSION  WORK  COOPERATIVELY  WITH 
APPROPRIATE  CITY  AND  COUNTY  DEPARTMENTS  AND  AGENCIES 
TO  DEVELOP  AN  INFORMATIONAL  GUIDE  TO  DOING  BUSINESS 
WITH  THE  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  TO  INCLUDE 
SUCH  INFORMATION  AS: 

□ An  explanation  of  Ordinance  139-84  and  related 
programs  in  the  City  and  County 

□ Descriptions  of  the  purchasing  and  contracting 
procedures  for  City  departments  and  agencies 

□ Specific  information  on  insurance,  bonding,  and 
fee  requirements  in  City  contracting 

□ Listings  of  public  and  private  resources  for 
technical  assistance 

NOTE:  The  guide  should  be  widely  distributed  and 
should  routinely  be  made  available  to  anyone 
seeking  to  do  business  with  the  City  and  County 
agencies.  A similar  guide  has  been  produced 
by  the  State  Office  of  Small  and  Minority 
Business. 
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8.  THE  MAYOR  AND  THE  BOARD  OF  SUPERVISORS  ENACT  INTO 
LAW  A "PROMPT  PAYMENT"  POLICY  SIMILAR  TO  THE  ONE 
WHICH  IS  IN  EFFECT  AT  THE  STATE  LEVEL  REQUIRING: 

□ Appropriate  accounting  offices  to  pay  the 
invoices  of  identified  small  businesses  on 
a priority  basis 

□ The  assessment  of  a penalty  of  of  the 
amount  due,  per  day,  if  payment  has  not  been 
made  within  30  days  of  the  required  payment 
date. 

NOTE:  This  recommendation  is  offered  because  of  the 
frequency  with  which  respondents  noted  that 
slow  payment  by  City  agencies  places  small 
businesses  in  financial  jeopardy. 


9 . A SPEC I AL  REVOLV I NG  FUND  BE  ESTABL I SHED  TO  MAKE  SHORT 
TERM  LOANS  TO  QUALIFIED  MINORITY  AND  WOMEN-OWNED 
BUS I NESSES , UNDER  CLEARLY  DEFINED  GUIDELINES. 

□ The  consultant  team  carefully  reviewed  the  infor- 
mation received  from  a variety  of  sources,  including 
the  comments  from  the  minority  and  women  entrepreneurs 
who  responded  to  the  questionnaire.  The  burden  of 
that  information  is  that  financial  requirements 
related  to  doing  business  with  the  City  are  barriers 
to  the  equitable  participation  of  MBEs  and  WBEs. 

° Many  of  the  requirements  appear  to  be  exorbitant 
in  cost  and  of  dubious  value  in  assuring  that  the 
Contractor  performs.  The  policies  tend  to  permit 
larger,  more  established  business  to  lock  up  City 
contracts  because  they  are  able  to  absorb  the  cost 
of  such  requirements.  Most  small  MBEs  and  WBEs 
cannot  do  this.  The  result  is  that  many  of  them 
are  disqualified  from  bidding  on  or  winning  City 
contracts;  others  simply  do  not  offer  a bid  because 
they  know  they  cannot  get  the  qualifying  insurance 
or  bond. 

□ A Revolving  Fund,  to  which  an  otherwise  qualified 
business  might  apply  for  guaranties  of  performance, 
might  solve  the  problem.  The  City  could  have  the 
assurance  of  the  protection  bonding  provides  and 
the  small  MBE  or  WBE  would  have  a chance  to  compete 
for  larger  contracts,  thus  building  their  capacity 
and  developing  surplus  capital.  They  could  pay  the 
Fund  back  in  a variety  of  ways  during  the  contract 
period  so  that  money  would  circulate  through  the 
Fund  to  provide  help  to  other  businesses  in  need. 
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10.  A SMALL  TASK  FORCE  BE  CREATED,  UNDER  THE  AUSPICES  OF 

THE  MAYOR  AND  THE  BOARD  OF  SUPERVISORS,  TO  EXPEDITE 

THE  CREATION  OF  SUCH  A FUND „ 

□ There  is  some  question  as  to  whether  a City 
Fund  can  dispense  money  in  advance  of  the 
performance  of  a service  which  can  be  com- 
pensated. The  Task  Force  should  be  given  the 
responsibility  to  determine  how  the  Fund  can 
be  initiated  within  the  present  mandates  of 
law  and  the  Charter. 

□ There  are  other  areas  which  have  created  Funds. 
The  Maryland  experience  cited  in  the  report 
may  offer  guidance  on  how  best  to  establish 
funding. 

□ In  reviewing  the  alternative  funding  possibil- 
ities the  Task  Force  should  consider  a Fund 
which  is  created,  funded  and  operated  by 

the  City;  a Fund  which  is  a quasi-public 
corporation;  a fund  which  is  jointly  spon- 
sored by  the  public  and  private  sectors; 
a fund  which  is  created  and  operated  by 
the  private  sector  alone. 

D The  Task  Force  should  have  a short  term 
assignment  so  that  implementation  can 
begin  as  soon  as  possible.  Its  task  is  not 
to  decide  if  there  should  be  such  a Fund, 
but  rather  how  an  effective  Fund  can  be 
established.  There  are  a number  of  private 
and  public  organizations/agencies  which 
can  help  in  the  research  for  the  Task 
Force's  deliberations. 


These  ten  recommendations  are  a package;  they  are  inter-related. 
Each  should  be  implemented  if  the  end  result  is  to  be  achieved. 
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BETWEEN  A ROCK, . .AND  A HARD  PLACE 


CHAPTER  ELEVEN:  CONCLUS  I ON 

The  City  took  a major  step  towards  equity  for  minority  and  women-owned 
businesses  with  the  passage  of  Ordinance  139-84.  It  opened  the  doors  of 
opportunity  for  many  small  businesses  which  had  never  had  the  chance  to 
compete  effectively  for  City  contracts.  Those  doors,  which  have  opened 
slightly  during  the  first  year  of  the  ordinance’s  implementation,  can 
be  slammed  shut  by  the  City’s  failure  to  address  the  problems  that  arise 
because  of  the  requirements  on  insurance  and  bonding. 

There  is  no  simple  solution  to  years  of  discrimination;  complex  measures 
are  necessary  to  address  complex  problems.  The  consultant  team  believes 
that  the  Special  Revolving  Fund  is  a key  recommendation  in  the  list  that 
has  been  presented,  but  it  is  also  important  that  each  of  the  other  recom- 
mendations be  implemented  - and  AS  SOON  AS  POSSIBLE! 

This  report  has  suggested  a three-pronged  approach  to  meeting  the  challenge 
to  the  ordinance's  implementation  that  is  implicit  in  the  insurance  and 
bonding  issues: 

1.  The  dissemination  of  clear,  standardized 
information  about  City  contracting  to 
qualified  businesses. 

2.  Improvement  of  the  capacity  of  MBEs  and  WBEs 
to  bid  and  perform  on  City  contracts  through 
targeted  educational  efforts. 

3.  The  provision  of  emergency,  short-term 
financial  assistance  to  capable  businesses 
in  need  of  temporary  help. 

Most  of  the  recommendations  can  be  undertaken  immediately;  they  simply  set 
in  motion  long-overdue  communication.  Others  will  take  more  time  to  put 
into  place.  Prompt  attention  to  these  concerns  can  hasten  the  day  when 
MBEs  and  WBEs  can  function  efficiently  and  competitively  without  the 
special  help  of  Ordinance  139-84.  These  important  businesses  now  find 
themselves  between  a rock.,  .and  a hard  place,  and  the  City  can 
ease  their  way  into  the  mainstream  of  business,  while  reaping  the  bene- 
fits that  accrue  from  the  skills  and  talents  they  will  bring  into  City 
contracting. 
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APPENDIX  A 


Ailecn  C.  Hernandez  A//ociate/ 


Urban  Consultants 


497  Fulton  Avenue,  San  Francisco,  CA  94102 
(415)  861*6434 


lA  C Hernandez 


Jacqueline  Bradford 
Patsy  G.  Fulcher 


The  San  Francisco  Human  Rights  Commission  (HRC)  has  contracted  with  our 
firm,  under  Ordinance  139-84  (Minority /Women/Local  Business  Utilization 
Ordinance)  to  provide  technical  assistance  to  the  Commission  in  the 
implementation  of  this  new  legislation. 

As  you  are  probably  aware,  the  intent  of  the  Ordinance  is  to  maximize 
the  equitable  involvement  of  MBEs,  WBEs  and  LBEs  in  City  contracting. 

To  facilitate  this  City  policy,  the  HRC  has  authorized  a study  of  the 
bonding,  insurance,  and  fee  requirements  and  practices  related  to  doing 
business  with  the  City  and  County  of  San  Francisco. 

As  a first  step  in  the  study,  we  are  surveying  all  City  departments  and 
agencies  to  determine  existing  requirements.  In  this  regard,  we  would 
appreciate  your  prompt  response  to  the  enclosed  questionaire  which  we 
have  kept  brief  in  order  not  to  burden  you  with  paperwork.  Because  the 
study  must  be  finished  within  a short  time  frame,  it  is  imperative  that 
we  receive  your  completed  questionaire  no  later  than  . 

If  you  have  any  questions,  please  call  our  office  (861-6434),  or  Gail 
Roberts  at  the  Human  Rights  Commission  (558-4901).  Thank  you  for  your 
cooperation. 

Sincerely, 


Enclosure 

cc:  Department/Agency  Director 
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RETURN  BY 

SURVEY  OH  BONDING,  INSURANCE  Aim  FEES  REQUIRED  BY 
SAN  FRANCISCO  CITY  AND  COUNTY  DEPARTMENTS  AND  AGENCIES 
IN  THE  AWARD  OF  CONTRACTS 


DEPARTMENT  /AGENCY 

OFFICE  ADDRESS  

MAILING  ADDRESS  

CITY  and  ZIP 

CONTACT  PERSON  PHONE  NO . 

Note:  If  more  space  is  required  to  answer  any  question,  please  attach  additional  sheets. 


1.  In  order  to  do  business  with  your  agency/department , is  a contractor /vendor 
required  to  provide  specific  bonding,  insurance,  fees? 

1 I YES  □ NO 

If  yes,  please  complete  the  following  information  for  each  requirement. 


TYPE(S)  OF  BONDS, 
INSURANCE,  FEES 


DOLLAR  AMOUNT 
REQUIRED 


/THEN  DUE 


OTHER 

SPECIFICATIONS 


2. 


May  any  of  the  above  listed  bonds/insurance/fees  be  waived  or  adjusted? 

1 I YES  □ NO 

If  yes,  please  describe  the  circumstances  and  procedures  for  such  waiver/adjustment. 


2 

3.  Have  there  been  specific  problems  with  *3Es  and  MBEs  meeting  your 
bonding/insurance/fee  requirements? 

I I yes  CD  NO 

If  yes,  please  describe  the  problems  and  any  actions  you  have  taken  to  solve 
the  problems. 


Does  your  agency/department  provide  written  information  about  the  bidding 
process/requirements  for  prospective  contractors/bidders? 

I I YES  □ NO 

If  yes,  please  attach  a copy  and  return  it  with  this  completed  form. 


5.  Does  your  agency /department  maintain  a list  of  MBE  and  WBE  vendors  and 
contractors? 

I I yes  Q no 

If  yes,  please  attach  a copy  and  return  it  with  this  completed  form. 


6.  Please  use  this  space  for  any  further  comments  you  would  like  to  make 
about  this  subject. 


RETURN  BY  to  HERNANDEZ  ASSOCIATES 

497  Fulton  Avenue 

San  Francisco,  CA  94102 


APPENDIX  B 


LETTER  AND  SURVEY  FORM 
TO  600  SELECTED 
MINORITY  AND  WOMEN- OWNED 
BUS  I NESSES 
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APPENDIX  B 


Aiken  C.  Hernandez  A//ociate/ 

Urban  Consultants 

497  Fulton  Avenue.  San  Francisco.  CA  94102 
(415)  861-6434 

AlleenC  Hern.nde,  Jacqueline  Bradfo, 

Patsy  G.  Fulchi 


Dear  Small  Business  Owner: 

The  San  Francisco  Human  Rights  Commission  (HRC)  has  contracted  with  our 
firm,  under  Ordinance  139-84  (Minority /Women/Local  Business  Utilization 
Ordinance)  to  provide  technical  assistance  to  the  Commission  in  the 
implementation  of  this  new  legislation. 

As  you  are  probably  aware,  the  intent  of  the  Ordinance  is  to  maximize 
the  equitable  involvement  of  minority  business  enterprises  (MBEs) , women 
business  enterprises  (WBEs)  and  local  business  enterprises  (LBEs)  in  City 
contracting.  To  facilitate  this  City  policy,  the  HRC  has  authorized  a 
study  of  the  bonding,  insurance  and  fee  requirements  and  practices  related 
to  doing  business  with  the  City  and  County  of  San  Francisco. 

As  a major  part  of  the  study,  we  are  surveying  all  MBEs  and  WBEs  registered 
with  the  Human  Rights  Commission,  as  well  as  a sampling  of  other  businesses. 
In  this  regard,  we  would  appreciate  your  prompt  response  to  the  enclosed 
questionaire  which  we  have  kept  brief  in  order  not  to  burden  you  with 
paperwork.  Because  the  study  must  be  finished  within  a short  time  frame, 
it  is  imperative  that  we  receive  your  completed  questionnaire  no  later 
than  . 


If  you  have  any  questions,  please  call  our  office  (861-6434),  or  Gail 
Roberts  at  the  Human  Rights  Commission  (558-4901).  Thank  you  for  your 
cooperation. 
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APPENDIX  C 


STANDARD  INSURANCE  FORMS 
PROPERTY 

GENERAL  LIABILITY 
BUSINESS  AUTO 
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STRUCTION  TYPE 

Protection! 

Class 

# Stories 

# Base  Year  Built 

TOTAL  AREA 

OTHER  OCCUPANCIES 

HT  EXPOSURE  & DISTANCE 

LEFT  EXPOSURE  & DISTANCE 

REAR  EXPOSURE  & DISTANCE 

GLAR  ALARM  TYPE 

ICERTIFICATE  # 

EXPIRATION  DATE 

EXTENT 

GRADE 

□ CENTRAL  STATION 

□ WITH  KEYS 

GLAR  ALARM  INSTALLED  AND  SERVICED  BY 

#Guards/Watchmen 

□ CLOCK  HOURLY 

□ 

: PROTECTION  (SPRINKLERS.  STANDPIPES,  C02/HAL0N  SYSTEMS) 

FIRE  ALARM  MANUFACTURER 

□ CENTRAL  STATION 

□ LOCAL  GONG 

ADDITIONAL  INTEREST  (NAME/ADDRESS) 

INTEREST 

CERTIFICATE  OF 
INSURANCE 
□ REQUIRED 

ADDITIONAL  INTEREST  (NAME/ADDRESS) 

INTEREST 

CERTIFICATE  OF 
INSURANCE 
□ REQUIRED 

INESS  PERSONAL  PROPERTY  INFORMATION  <§ 

srting  Form:  Provide  Average  Values  For  Past  12  Months 

Any  Other  Loca- 
tion Declared 
At  Inception 

Any  Other  Loca 
tion  Acquired 
After  Inception 

|lOCATIONSNOTOWNEDOR  LEASE  D] 

LOCATION  1 

LOCATION  2 

LOCATION  3 

LOCATION  LIMIT 

AGGREGATE 

’ 

$ 

$ 

$ 

$ 

$ 

4ARKS  4| 

3 SEE  REVERSE  SIDE  FOR  ADDITIONAL  LOCATIONS 
3 OTHER  CARRIERS  ARE  PARTICIPATING  ON  THIS  LINE  (EXPLAIN) 
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ATTACH  TO  APPLICANT  INFORMATION  SECTION 


LOCATION  2 

- 

SUBJECT  OF  INSURANCE 

AMOUNT 

DEDUCT 

COINS 

AC V RC 

PERILS  FORMS  AND  CONDITIONS  TO  APPLY 

s 

. 

s 

3 

s 

s 

‘ 

s 

1 

H ADDITIONAL  coverage  AND  RATING  INFORMATION  r 

H CONSTRUCTION  TYPE  (Protection 

I Right  EXPOSURE  & DISTANCE 

# Stones 

# men's 

YearBu.lt 

TOTAL  AREA 

OTHER  OCCUPANCIES 

| 

LEFT  EXPOSURE  & DISTANCE 

REAR  EXPOSURE  & DISTANCE 

1 BURGLAR  ALARM  TYPE 

CERTIFICATE  m 

EXPIRATION  DATE 

EXTENT 

GRADE 

□ CENTRAL  ST  A 

□ WITH  KEYS 

r~ — — 

•Guards/Watchmen 

□ CLOCK  HOUflL 

□ 

| Eire  protection  (sprinklers,  standpipes.  co2'halqn  systems) 

FIRE  ALARM  MANUFACTURER 

□ CENTRAL  STA 

□ LOCAL  GONG 

H 11  ADDITIONAL  INTEREST  (NAME,  ADDRESS) 

INTEREST 

CERTIFICATE 
„ INSURANCE 
□ REQUIRED 

■ 2 1 ADDITIONAL  INTEREST  (NAME  ADDRESS) 

INTEREST 

CERTIFICATE 
INSURANCE 
□ REQUIRED  H 

LOCATION  3 

D 

SUBJECT  OF  INSURANCE 

AMOUNT 

DEDUCT 

COINS 

AC V RC 

PERILS  FORMS  AND  CONDITIONS  TO  APPLY 

S 

s 

3 

s 

< 

s 

1 

s 

M ADDITIONAL  COVERAGE  AND  RATING  INFORMATION 

1 

K CONSTRUCTION  TYPE  (Protection 

<j  « Stor.es 

1 # Base 
ments 

1 Year  Built 

ITOTAL  AREA 

OTHER  OCCUPANCIES 

- 

B ••  GHT  EXPOSURE  & DISTANCE 

LEFT  EXPOSURE  & DISTANCE 

REAR  EXPOSURE  & DISTANCE 

_ 

I Burglar  alarm  type 

jCERTIFlCATE  « 

lE  XPlRATlON  DATE 

Iextent 

Igrade 

□ central  staIo* 

□ WITH  KEYS  _l 

■ b — 

• Guards 'Watchmen 

□ CLOCK  HOUR  j 

□ ! 

RE  PROTECTION  ISPRINKLE  RS  STANDPIPES  COj  HALON  SYSTEMS! 

FIRE  ALARM  MANUFACTURE  R 

□ central  staO» 

□ LOCAL  GONG  ufe 

H ADDITIONAL  INTEREST  NAME  ADDRESS' 
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INTE  REST 

CERTIFICATE*  ' 
INSURANCE  1 r 
□ REQUIRED  _U 

2)  ADDITIONAL  INTEREST  INAMI  ADORESSl 

INTE  REST 

CERTlF  ICATE 
INSURANCE  ■ 
□ REQUIRED  1 

CONTRACTORS 


Dow  applicant  draw  plant  designs.  specifi 


A'f  cert  ficates  of  insurance  required  from  sub-contractors7 


e equipment  to  others  with  or  v< 


Sb  work  sub-contracted 


m 


CONTRACTUAL  LIABILITY 


I DESCRIBE  ALU  HOLD  HARMLESS  AGREEMENTS  (Dates.  Contracting  Party.  Cost) 


□copies  attach 


PRODUCTS/COMPLETED  OPERATIONS 


PRODUCTS 

sales  Receipts 

# OF  UNITS 

«aMr«'eNt 

EXPEOEO 

INTENDED  USE 

PRINCIPAL  COMPONENTS  f 

a 

EXPLAIN  ALL  'YES  RESPONSES 

Yes 

No 

# 

EXPLAIN  ALL  "YES"  RESPONSES 

Does  applicant  install,  service  or  demonstrate  products7 

□ 

□ 

6 

Products  recalled,  discontinued,  changed7 

□F 

. 

Foreign  products  sold,  distributed,  used  as  components7 

□ 

□ 

7 

Products  of  others  sold  or  re-packaged  under 
applicant  label? 

Research  and  development  conducted  or  new  products  planned7 

□ 

□ 

- 

Guarantees.  Warranties,  Hold  Harmless  Agreements? 

□ 

□ 

8 

Products  under  label  of  others? 

■ 

Products  related  to  aircraftrspace  industry? 

□ 

□ 

9 

Vendors  coverage  required? 

Piease  attach  literature,  brochures,  labels,  warnings  e 


ADDITIONAL  INTERESTS/CERTIFICATE  RECIPIENTS 


' NAME  AND  ADDRESS  (Include  loan  « for  mortgagees) 


GENERAL  INFORMATION 


-]  EXPLAIN  ALL  YES  RESPONSES 

Yes 

No 

# 

EXPLAIN  ALL  "YES"  RESPONSES 

Yei, 

' | Any  advertising  signs  away  from  premises7 

□ 

□ 

7 

Any  parking  facilities  owned/rented? 

. Any  medical  facilities  provided  or  doctors  employed/contracted7 

□ 

□ 

8 

Participation  in  trade  shows,  exhibits,  conventions7 

c 

• 'If 

Equipment  loaned/rented  to  others7 

□ 

□ 

9 

Recreation  facilities  provided? 

c 

(DPR 

- | Any  exposure  to  radioactive/nuclear  materials7 

□ 

□ 

10 

Sporting  or  social  events  sponsored? 

Uf 

Any  boats,  docks,  floats  owned,  hired  or  leased7 

□ 

□ 

11 

Any  structural  alterations  contemplated7 

L 

Operations  involve  discharge  of  fumes  acids,  wastes7 

□ 

□ 

12 

Any  demolition  exposure  contemplated7 

c 
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v 1 * ;•  f 4 


ri\s  • year  make  model  body  type 


City  STATE  ZiP  WHERE  GAR  AGED  Sy™  Age  COST  NEW 


□ AC  V 
O Slated  Amt 


DEDUCTIBLES 
COMP  S P I COLLISION 


fiP  ADD  r i P MED  PAY  UM  j COMP  SPE  C I F l E D P E R I lS  COLL  TC 


YEAR  MAKE  MODEL  BODY  TYPE 


City  STATE  Zip  Where  GARAGED  Sym, Age  COST  NEW 


□ f Gf.t.vi 
Gf&tGl  s P 


VlN, 'SERIAL  NUMBER 


Radius  GVW  GCW 


SIC  FACTOR 


DEDuCTiBlES 


Pi  P ADD  Pi  F MED  PAY  UN 


COMP  S P COLLISION 


SPECIF  IED  PERILS  COLL  TC 


□ f Gf.t.w 
Gf&tGl  S P 


YEAR  I MAKE  MODEL  BODY  TYPE 


CITY.  STATE  Zip  WHERE  GARAGED  Sym/Age  COST  NEW 


VlN  SERIAL  NUMBER 


G ACV 
G Stated  Amt 


DEDUCTIBLES 


COMP  SP  COLLISION 


SIC  FACTOR 


Pi  P ADD  PI  P MED  PAY  UM  | COMP  SPE  C I F I E D PE  R I LS  COLL  TC 


□ f Gf.t.w 

□ f&tGl  s p 


• jlNS  • j YEAR  | 

I MAKE  MODEL  BODY  TYPE 

VIN'SERIAL  NUMBER 

City  state  Zip  WHERE  GARAGED  Sym  Age 

COST  NEW 
S 

USE 

Radius 

GVW  GCW 

CLASS  SIC 

FACTOR  | 

□ ACV 

G Stated  Amt 
S 

DEDUCTIBLES 

LIAB 

PI  P 

ADD  PI  P 

MED  PAY 

U M 

COMP 

SPECIFIED  PERILS 

COLL 

TC 

COMP  S P 

COLLISION 

S 

$ 

S 

S 

S 

S 

□ f Gf.t.w  I 

□ f&tGlsp  Is 

S 

S 

S 

s 

ENERALfM FORMATION  '¥il<l  T ml  1‘  iMTijl  'P'l H kk iTf* Dl liffT ( ' |j<~ 


E xr-L  ai\  ALL  Y ES  RESPONSES 


EXPLAIN  ALL  'YES'  RESPONSES 


any  vehicles  used  on  a (arm  or  ranch? 


outside  the  specified  radius  du 


e applicant  obtain  MVR  ver  ‘ications? 


"icant  haw  a Sivc  fic  c 1 VC  recruiting  mcinp'r 


5 Are  any  vehicles  Customized 


□ LJ  1 1 Are  drivers  covered  by  Work 


6 A'.-  ICC  Puc  OI  Other  III. nq<  rerji 


C / if.'UM  DOLLAR  EXPOSURE 


_ 12  Wnar  is  tn..-  total  numhi’i  of  veh  cle?  owned  by  the  applicant? 
DESCRIPTION  OF  GaRAGE  STORAGE  LOCATIONS 


Any  One  Veh,cit 


y One  Location 


All  Owned  Vehicles 
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SURVEY  FORMS  FOR 
FOCUS  GROUP 
PART  1 C I PANTS 
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APPENDIX  E 


SELECTED  ARTICLES 
ON  THE 

INSURANCE  PROBLEMS  FACED 

BY  PUBLIC  AND  PRIVATE 
ENTITIES 

(SOME  ARE  EXCERPTS  FROM 
LONGER  ARTICLES) 
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Rising  Premium  Charges 
Swamp  Some  Businesses 


S „ F . CHRONICLE  8/19/85 * 

\BY  JEFF  PELUNE 

ommercial  fishermen,  home  day-care 
operators,  engineers,  rental  car  deal- 
ers  and  truckers  all  have  the  same 
complaint  Soaring  insurance  costs  are 
eroding  profits  and  threatening  to  put 
many  of  them  out  of  business. 

Insurance  companies  generally  agree, ! 
but  they  say  the  rate  increases  are  Justified. 

■ Insurers  say  that  their  losses  are  greater 
f than  ever,  blaming  the  rash  of  huge  liability 
T awards  from  the  courts,  along  With  a drop 
F in  income  from  investments. 

Seventeen  insurance  companies  went 
broke  last  year,  a near  record,  and  the  in- 
dustry wants  to  reverse  the  trend  as  quickly 
as  possible,  according  to  the  Insurance  In- 
formation Institute. 

“They're  grabbing  for  straws,  and 
. we  re  at  the  bottom  and  getting  the  worst  of 


It,"  said  Peter  Kondrashoff,  44,  a commer- 
cial fisherman  who  pays  $23,737  a year  to 
. insure  his  boat  and  three-man  crew  against 
property  and  casualty  losses,  up  from  $18,- 
544  last  year. 

“I’m  terrified  to  see  the  bill  for  next 
year’s  rates,  which  I’ll  get  next  month,”  said 
Kondrashoff,  who  has  been  catching  fish 
off  the  Northern  California  coast  for  25 
years  and  is  paying  more  than  ever  for 
insurance. 

Examples  abound  of  businesses'  hard- 
ships because  of  rising  insurance  rates: 

■ Thrifty  Rent-A-Car,  a 15-year-old  car 
rental  company  based  in  San  Francisco, 
filed  for  Chapter  11  bankruptcy  protection 
on  June  20,  about  a week  after  being  told  it 
needed  to  make  a $75,000  cash  deposit  to 
cover  rising  insurance  premiums.  . 

_ y 

■ Last  month,  day-care  center 
operators  in  Contra  Costa  County 
threatened  to  strike  over  rising  pre- 
miums. 

The  310-member  Diablo  Valley 
Day-Care  Providers  Association  was 
fuming  at  rates  that  have  jumped 
tenfold  for  some  operators  in  the 
past  year. 


BUSINESS  INSURANCE  COSTLIER  AND  SCARCER 


Underwriting  Losses 


Hord-to-Buy  Insurance 

The  following  types  of  insurance  are  the 
most  difficult  to  get  because  of  risk  and  the 
potential  for  large  claims: 

1.  Municipal  liability 

2.  Pollution  liability  

3.  liquor  liability 

4.  long-haul  trucker  covroge 

5.  Modical  malpractice 

.6.  Commercial  fishing  boot  covroge 

7.  Asbestos  removal  from  buildings 

8.  Consumer  product  liability 

9.  Day-care  center  covroge 

10.  Company  director  and  officer 

liability  

Source  Insurance  Information  Institute 
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Council  melts 
on  ice  cream 
vendors’  plea 


By  Gerald  Davis 

Th»  Tribun* 


10/2/35 


FREMONT  - This  city’s  much- 
pondered  ordinance  to  regulate 
street  vendors  will  undergo  an- 
other round  of  scrutiny. 

The  latest  review  was 
prompted  because  the  current 
plan  could  run  local  ice  cream 
trucks  out  of  town. 

The  city  council  last  night  de- 
cided to  suspend  a requirement 
for  street  and  mobile  vendors  to 
carry  a $1  million  general  liabil- 
ity insurance  policy  until  a re- 
view of  the  requirement  is  made 
next  month. 

The  insurance  requirement  is 
designed  to  protect  the  city  from 
“deep  pocket”  rulings  where  it 
could  be  forced  to  pay  damages 
in  a civil  suit  should  the  vendor 
be  unable  to  do  so. 


In  August,  the  city  sent  letters 
to  several  vendors  who  operate 
large  trucks  around  the  city,  no- 
tifying them  of  changes  in  the 
law. 

And  that’s  when  the  owners  of 
Janny’s  Goodies  Wagon  and 
Yvonne’s  Ice  Cream  became  up- 
set. 

Janice  Plantee  and  her  par- 
ents, Denie  and  Yvonne  Plantee, 
operate  ice  cream  trucks  in  the 
city.  They  wrote  Mayor  Leon 
Mezzetti  and  the  council  last 
month  asking  the  insurance  re- 
quirement be  waived  or  reduced. 

“One  million  dollars  worth  of 
liability  on  (the)  truck  would  be 
so  costly  that  I could  not  possibly 
stay  in  business,”  their  letter 
said. 

Janice  and  Denie  Plantee  said 
st  night  they  haven’t  found  an 
surance  company  willing  to  is- 
le  a $1  million  policy  for  them, 
he  most  they  can  get  is  $600,- 
M),  and  that  would  cost  them 
1,600  a year,  they  said. 

City  Manager  Kent  McClain 
efended  the  insurance  require- 
ment, saying  he  doesn’t  know 
rhy  a local  government  should 
ubsidize  a business  by  shoulder- 
mg  its  liability. 


City  Council  member  Gus 
lorrison  suggested  the  council 
begin  the  process  of  changing 
he  ordinance,  making  it  appli- 
able  only  to  stationary  ven- 
ors.” 

McClain  conceded:  “We  did 
ot  look  at  (the  requirement’s) 
impact  on  ice  cream  vendors.” 
Also  last  night,  Jim  Lopes  and 
Vinston  Leong  appealed  their  a 
oning  violation  for  operating  an 
inlicensed  roadside  stand  in 
ront  of  their  nursery  at  44960 
Varm  Springs  Blvd. 

According  to  reports  by  Ruby 
Wun,  a junior  planner  who  inves- 
tigated the  case,  the  stand  is  ille- 
gal because  the  land  is  zoned  in- 
dustrial. She  cited  the  pair  dur- 
ing a verbal  confrontation  at  the 
stand  on  July  29. 

Leong  requested  a hearing  in  a 
Sept.  13  letter  to  Mezzetti  and 
the  council  that  said,  “I  under- 
stand that  this  property  is  zoned 
industrial,  however,  the  previous 
and  present  use  has  been  agri- 
cultural.” 

The  appeal  was  tabled  to 
await  further  investigation. 


- Insurance  Rates- 
for  Nation's  Schools 
Zooming 


By  Diane  Curtis 
liability  insurance  rates 
for  the  San  Francisco  Unified 
School  District  increased  by  180 
percent  this  year,  from  $201,000 
to  $564,000,  and  there  was  noth- 
( big  to  do  but  pay. 

i It  is  a typical  situation  for 
( schools  nationwide. 

I 

| ‘The  premiums  are  going  out 
I of  sight,”  sighed  Lyle  Eichert,  dis- 
trict business  manager.  “This  year  it 
i just  exploded  on  everybody.” 


mont  Union  High  School  District  in 
Sunnyvale,  still  is  not  fully  insured 
and  is  considering  cutting  such 
high-risk  student  activities  as  sports 
and  field  trips  if  if  cannot  get  the 
insurance. 

Yesterday,  officials  of  that  dis- 
trict were  working  to  find  a carrier 
foj-  $9  million  in  coverage  beyond  its 
$1  million  in  basic  liability.  Board  of 
Education  members  have  sched- 
uled a Tuesday  meeting  to  consider 
program  cuts  if  they  are  unable  to 
got  insurance. 


LIABILITY  S .F  CHRON  o 
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San  Francisco  is  luckier  than 
some  districts.  At  least  one,  Fre- 
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Directors 
Resigning 
Over  lost 
Insurance 


BY  GAIL  E.  SCHARES 

Banks  and  savings  and  Joans  are  be- 
ginning to  lose  some  of  their  best 
directors  because  insurance  compa- 
nies are  refusing  to  renew  liability  policies 
that  once  protected  them. 

Two  of  the  five  directors  at  Birming- 
ham Federal  Savings  in  Birmingham,  Ala., 
quit  recently  when  the  association  was  un- 
able to  renew  its  $5  million  directors  and 
officers  insurance  policy. 

“You  tell  me  where  I can  find  someone 
to  replace  them  and  I’ll  hire  them,”  said 
C.  M DeArman  Jr.,  chairman  at  Birming- 
ham Federal  Savings.  “People  are  running 
scared." 

Directors  and  officers  at  financial  insti- 
tutions in  the  Bay  Area  said  the  risk  of 
being  sued  after  insurance  policies  have 
lapsed  has  many  directors  concerned,  but 
they  refused  to  identify  which  institutions 
have  actually  lost  directors. 

“We’re  ‘running  naked’  (going  without 
D&O  insurance).  None  of  our  directors  have 
quit,  but  we’re  operating  profitably,”  said 
the  chief  executive  of  one  Bay  Area  bank. 
“No  one  wants  to  sit  on  the  board  of  a 
troubled  institution  anymore.” 

Mft  Going  to  6et  Worse* 

The  U.S.  League  of  Savings  Institutions 
said  a number  of  savings  and  loans  have 
reported  that  directors  have  resigned  “My 
feeling  is  it’s  going  to  get  worse  before  it 
gets  better,"  said  Clark  Sutton,  an  officer 
with  the  league. 

"The  best  are  the  first  to  go.  Any  person 
of  substance  who  has  another  business  or 
significant  personal  wealth  is  thinking 
twice  about  risking  it  to  sit  on  the  board  of  a 


financial  institution,”  said  Lyle 
Sparks,  an  attorney  with  the  law 
firm  of  Lord,  Bissell  & Brook  in 
Chicago. 

Sparks,  whose  firm  specializes 
in  business  insurance,  spoke  at  the 
Hilton  Hotel  in  San  Francisco  dur- 
ing a recent  conference  sponsored 
by  the  savings  league. 

By  the  end  of  1985,  nearly  half 
the  banks  and  savings  and  loans  na- 
tionwide may  be  without  directors  • 
and  officers  liability  insurance, 
Sparks  said.  About  10  percent  are 
now  operating  without  policies,  he 
said. 

The  number  of  insurers  willing 
to  renew  policies  has  shrunk  from 
20  to  two  during  the  past  year,  fol- 
lowing a soaring  number  of  multi- 
million-dollar  claims  that  caused 
heavy  losses  for  insurers. 

Insuronce  Alternotives\ ^ 

Sparks  said  financial  institu- 
tions operating  without  insurance 
may  seek  to  protect  directors  from 
liability  lawsuits  in  several  ways: 

■ Bolster  provisions  in  the  com- 
pany’s bylaws  to  indemnify  direc- 
tors. 

■ Self-insure  the  company 
through  a subsidiary  (like  the  Cay- 
man Islands-based  insurance  unit 
BankAmerica  Corp.  established  ear- 
lier this  year.) 

■ Ask  insurance  companies  if 
they  will  write  a policy  with  an  un- 
usually high  deductible,  such  as  $1 
million. 

■ Have  a trade  organization  set 
up  an  insurance  company  for  all  its 
members. 

However,  none  of  the  alterna- 
tives is  ideal.  ‘Self-insurance  is  real- 
ly no  insurance,”  Sparks  said.  “It’s 


By  the  end  of 
1985,  nearly  half 
the  banks  and 
j savings  and 
loans  nationwide 
may  be  without 
directors  and 
officers  liability 
insurance. 


hard  to  imagine  how  a financial  in-  j 
stitution  could  set  aside  adequate  i 
reserves  without  being  sued  by  its 
^ shareholders."  — - — 

Large  banks  generally  carry 
policies  ranging  from  $75  million  to 
$100  million.  Shareholders  are  not 
likely  to  allow  an  institution  to  set 
aside  that  much  money  in  a (non- 
earning) subsidiary  simply  to  pro- 
tect directors,  he  said. 

Also,  there  are  many  unre- 
solved questions  about  the  legality 
-of  self-insurance,  he  said.  It  is  still 
unclear,  for  example,  whether  a 
bank  or  S&L  can  set  up  a captive 
insurance  unit,  since  banks  and 
S&Ls  traditionally  have  been  pro- 
hibited from  entering  the  insurance 
business. 

Promises  to  indemnify  direc- 
tors also  may  prove  worthless  if  a 
company  becomes  the  target  of  a 
takeover,  or  if  a director  has  a “fall- 
ing out”  with  the  board,  Sparks  said. 

The  best  alternative  may  be  in- 
surance units  sponsored  by  influs^~ 
try  trade  associations,  he  said.  The 
U.S.  League  of  Savings  Institutions, 
the  California  Bankers  Association 
and  the  American  Bankers  Associa- 
tion have  all  been  exploring  the  pos- 
sibility of  insuring  their  members. 

But  it’s  still  unclear  whether 
trade  groups  will  be  willing  to  as- 
sume the  risk  of  insuring  their  own 
members,  he  said. 
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Firms  turn  to  reducing  risk 
in  hope  of  cutting  costs 


By  Richard  L.  Cohen 

Business  insurance  rates  have  skyrocketed 
over  the  past  few  years,  with  some  com- 
panies hit  by  annual  premium  increases  of 
more  than  100  percent. 

The  reason  premiums  are  going  up  is  sim- 
ple. Claims  are  increasing  — both  in  number 
and  in  amounts  awarded. 

The  easiest  way  to  put  the  brakes  on  this 
acceleration  is  to  adopt  an  aggressive  risk- 
management  program,  says  Creighton 
White,  senior  vice  president  in  risk  manage- 
ment for  Fireman's  Fund  Insurance  Co.  in 
San  Rafael.  But  even  that  may  not  result  in 
lower  insurance  costs. 

“This  is  an  extremely  competitive  in- 
dustry,” White  says.  “Several  years  ago 
competition  was  so  Fierce  that  insurance 
rates  were  way  below  what  we  needed  to 
make  money.  With  the  recent  increases. 


we’re  approaching  where  we  need  to  be,  but 
we’re  not  there  yet.” 

It  is  entirely  possible  that  even  the  best 
risk-management  program  will  succeed  on- 
ly in  slowing  the  rate  of  increase  in  in- 
surance rates,  he  admits. - 
White  breaks  down  risk  management  in- 
to two  categories,  one  financial  and  the  Other 
more  judgmental.  The  Financial  end  involves 
Figuring  out  how  to  fund  the  risk,  which  in- 
cludes shopping  around  for  the  best  in-  : 
surance  package  at  the  lowest  possible  rate.  : 
Part  of  that  analysis  is  deciding  how  much 
of  the  risk  the  company  should  shift  Jo  its  ! 
insurers  and  how  much  to  keep  in-house".  ] 
Almost  all  the  large  corporations  in  the  j 
Bay  Area  self-insure  part  of  their  exposure.  j 
That  means  that  on  claims  below  a predeter- 
mined amount,  the  company  will  pay  out  of 
its  own  pocket.  Above  that  amount,  the 
Firm’s  insurance  carriers  will  take  over. 


HERB  CAEN,  S.F.  CHRONICLE 
9/17/85 

THIS  OLD  TOWN:  Remember  when  Mis- 
sion and  Third  streets  were  chockablock  with 
jitneys,  which  charged  only  a bit  more  than 
the  Muni  and  gave  better  service?  Only  about 
30  are  still  around  (because  premiums  are 
now  so  high),  and  you  can  bet  they’ll  ALL 
disappear  in  November,  when  they’d  be 
forced  to  carry  $5  million  worth  of  liability 
insurance.  Too  bad.  InTthe  old  days,  at  least 
100  jitneys  were  on  the  streets,  most  of  them 
black  limousines  that  had  seen  better  days 
(“San  Francisco  is  full  of  gangsters!”  a gog- 
gle-eyed tourist  once  said). 

★ ★ ★ 


Insurance 
hikes  hit 
towns  in 
the  purse 

By  Leonard  Bruzzese 
USATODAY  9/5/85 

Forced  to  choose  between 
Insuring  themselves  and  going 
uninsured,  Tehama,  Calif.,  offi- 
cials are  considering  disincor- 
porating their  79-year-old  town 
— population  386. 

More  than  $1  million  in  li- 
ability coverage  cost  $500  in 
1983  and  $4,000  last  year.  .This 
year,  no  firms  will  bid.  , 

The  growing  crisis  — some 
communities  face  1,000  per- 
cent premium  hikes  as  judg- 
’ ments  soar  — will  be  discussed 
•today  at  the  National  Associa- 
tion of  Towns  and  Townships 
conference  in  Washington. 

"There’s  a DerceDtion  gov- 


ernments are  rich  — ‘sock  it  to 
them,”’  said  Louisiana  State 
University  professor  John 
Pine,  who’ll  urge  a push  for 
laws  limiting  court  awards. 

Ultimately,  he  said,  taxpay- 
ers foot  the  bill. 

The  Insurance  Information 
Institute  said  the  industry  lost 
$3.8  billion  last  year. 

Larger  cities  with  bigger 
budgets  can  insure  themselves. 
Dallas,  which  paid  a $221,518 
premium  In  1984  with  a $2  mil- 
lion deductible,  dropped  liabil- 
ity coverage  this  year  when  its 
insurer  asked  for  $1.5  million. 

Flcpwhprp* 

Bln  Chillicothe,  Ohio,  the 
City  Council  is  expected  to  pass 
a self-insurance  ordinance 
Monday,  setting  aside  $200,000 
a year.  Lone  insurance  compa- 
ny bid:  $223,000  for  $1  million 
coverage;  the  town  paid  about 
$80,000  last  year. 

B Basalt,  Colo.,  couldn’t  re- 
new its  policy  on  time  and  was 
uninsured  eight  days.  Police 
cars  stayed  parked,  a building 
inspector  stayed  home  and  a 
council  member,  worried 
about  personal  liability,  quit. 
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Tolerant 


on  Arts-Crafts 


Costing  Berkeley  Its 


By  Gary  L.  Suan 

Berkeley’s  permissive  poli- 
ey  toward  its  arts  and  crafts 
community  has  the  city  on  the 
verge  of  losing  its  municipal  li 
ability  insurance. 

The  city's  insurance  has  been 
canceled  as  of  this  Thursday  be- 
cause of  a zoning  change  that  per- 
mits artists  to  use  their  homes  as 
workshops  and  studios,  said  Nancy 
Bellard,  assistant  city  manager. 

“Our  insurers  found  out  about 
it  and  they  figure  a lot  of  arts  and 
craft  materials  are  hazardous,  so 
they  canceled  us,”  Bellard  said. 

Unless  the  city  finds  a willing 
carrier,  it  will  join  a growing  num- 
ber of  cities  and  school  districts  that 
are  being  forced  to  self-insure  or  go 
w ithout  insurance  as  policy  writers 
withdraw  from  the  market. 

The  cities  of  Tehema,  Point 
Arena,  Seaside,  Portola,  Plymouth, 
Lakeport  and  Bradbury  already  are 
without  liability  insurance,  accord- 
ing to  the  California  League  of  Cit- 
ies. 


“Berkeley’s  in  the  same  boat  as 
everyone  else  and  it’s  been  going 
that  way  for  three  years,”  Bellard 
said 

Last  year,  Berkeley  paid  $265,- 
000  for  the  same  $20  million  insur- 
ance policy  that  it  paid  $49,000  for 
the  year  before,  she  said 

This  year,  before  its  insurer 
used  the  zoning  change  as  an  excuse 
to  cancel,  the  city  found  that  a $1 
million  policy  cost  $278,000  and  a 
$10  million  policy  would  cost  $1  mil- 
lion. 

“We  ll  go  uninsured  for  a while, 
but  it's  not  the  first  time  for  Berke- 
ley,” Bellard  said. 

Insurers  did  not  welcome 
Berkeley’s  business  during  the  cam- 
pus rebellion  of  the  ’60s  either,  she 
said,  and  it  has  been  in  only  the  past 
six  years  that  the  city  has  found  any 
insurance  at  all. 

Connie  Barker,  an  attorney  for 
the  California  League  of  Cities,  said 
that  the  league  is  considering  orga- 


Insurance 

nizing  a municipal  insurance  pool 
for  strapped  cities. 

Such  a pool  is  at  least  six 
months  away,  but,  considering  the 
delays  typical  in  litigation,  it  would 
be  three  to  five  years  before  any 
awards  would  come  due,  Barker 
said. 

A number  of  states,  including 
Tennessee,  Michigan  and  New 
Hampshire,  have  such  a pooling 
program. 

Bob  Shepard,  Santa  Cruz  fi- 
nance director,  said  that  city  is  con- 
sidering a pool  insurance  arrange- 
ment with  several  other  cities  on 
Monterey  Bay. 


i Poor  town  insures  its 
i officials  but  not  itself 


SACRAMENTO  BEE, 
Bee  Correspondent 


9/9/85 


TEHAMA  — Town  officials  an- 
nounced Sunday  they  have  bought 
insurance  to  protect  themselves 
from  being  sued,  even  though  their 
tiny  municipality  is  still  un'jisured. 

Most  members  of  the  City  Council 
and  the  city  clerk  said  earlier  they 
might  resign  after  coverage  for  the 
town  of  386  people  expired  at  the 
end  of  August  and  no  new  underwrit- 
er could  be  found.  Officials  also  dis- 
cussued  disincorporating  to  solve  the 
problem. 

The  town,  which  functions  on  a 
general  operating  budget  of  only 
$25,000  a year,  could  not  afford  sky- 
rocketing premiums  induced  by  cur- 
rent law  that  could  increase  its  lia- 
bility as  a defendant  in  some  cases. 


City  Clerk  Carolyn  Steffan  said  the 
city  purchased  a policy  retroactive 
to  Sept.  1 to  provide  personal  liabilty 
coverage  for  up  to  $500,000  for  the 
officials.  The  city  will  pay  $3,200  a 
year  for  that  coverage. 

Vice  Mayor  John  Wilson  said  the 
personal  liabilty  coverage  eased  his 
worry  over  being  sued  because  of  his 
status  as  a councilman.  “That  will 
give  us  some  protection  if  we  have  a 
problem.” 

Steffan  and  Wilson  said  the  search 
will  continue  for  an  insurance  carri- 
er willing  to  sell  full  coverage  to  the 
town.  The  possibility  of  becoming 
part  of  a group  of  cities  insured  un- 
der a joint  powers  agreement  is  also 
being  explored,  Steffans  said.  * 

With  its  limited  budget,  Tehama 
has  no  police  and  fire  services  ‘ — 
which  are  provided  by  the  county 
and  only  four  part-time  employees, 


including  Steffan,  a treasurer,  a city 
attorney  and  a streets  and  parks 
maintanence  man. 

Wilson  said  the  solution  foi'Teha- 
ma’s  problem,  which  is  shared  by 
Portola,  Point  Arena  and  other  small 
towns,  lies  with  the  Legislature  in 
Sacramento. 

The  legislators  must  change  the 
state’s  so  called  “deep  pocket”  law, 
Wilson  said.  That  law  now  enables 
an  injured  plantiff  to  recover  an  en- 
tire judgment  from  a single  wealthy 
or  well-insured  defendant  — such  as 
a city  or  other  government  entity  — 
even  if  that  defendant  was  only  1 
percent  at  fault. 
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RTD  Braces  for  Big 
Insurance  Rate  Hike 


By  VICTOR  MERINA,  Times  Staff  Writer 

The  financially  strapped  Southern  Cali- 
fornia Rapid  Transit  District,  caught  in  the 
grip  of  skyrocketing  insurance  rates,  is 
bracing  for  an  increase  in  its  annual  premi- 
um from  $67,000  to  as  much  as  $4  million 
when  its  current  policy  expires  next  week. 

RTD  officials  said  they  have  engaged  in 
an  exasperating  search  for  a new  liability 
insurance  carrier  to  take  over  when  their 
policy  lapses  at  midnight  July  31  and  have 
turned  to  an  insurance  broker  for  help. 

They  said,  however,  that  they  do  not 
believe  the  prospects  of  paying  a staggering 
insurance  premium  will  lead  to  cuts  in  bus 
service.  Nor  do  they  believe  that  an  inability 
to  obtain  insurance  will  result  in  a shut- 
down. 

"I  can  comfortably  predict  that  we  will 
get  adequate  insurance  and  there  will  not  be 
any  stoppage  in  service,”  Board  President 
Nikolas  Patsaouras  said  Friday. 

Positive  Outlook 

“I’m  99%  sure  that  we  will  be  able  to 
obtain  the  necessary  insurance  coverage,” 
said  RTD  General  Manager  John  A.  Dyer. 
"There’s  an  outside  chance,  but  it’s  highly 
unlikely,  that  we  will  have  to  suspend 
operations  temporarily.” 

Dyer’s  concern  over  a possible  disruption 
in  bus  service  became  public  Thursday, 
when  he  told  stunned  board  members  that 
the  RTD  was  having  trouble  finding  insur- 
ance companies  to  underwrite  a policy  that 
protects  the  district  against  a catastrophic 
accident. 

Currently,  the  RTD  is  self-insured  for 
$1.5  million  and  pays  a $67,000  annual 
premium  for  another  $28.5  million  in  cata- 


While that  price  tag  is  expect- 
ed to  be  substantial,  it  apparently 
reflects  a trend  in  the  transit 
industry.  Transit  districts  in  Long 
Beach  and  Monterey  have  seen 
their  premiums  more  than  double 
for  liability  insurance,  while  the 
Orange  County  Transit  District 
recently  obtained  a new  policy  and 
paid  $412,500  in  premiums,  as  con-  • 
trusted  with  $88,000  previously, 
and  received  less  coverage. 

The  examples  extend  beyond  [ 
California. 


strophic  insurance.  However,  what  had 
been  expected  to  be  a routine  renewal  of  its 
three -year  policy  was  thrown  into  disarray 
when  it  could  find  no  companies— including 
its  current  carriers— interested  in  providing 
insurance  coverage. 

RTD  officials  said  they  were  surprised, 
because  the  bus  system’s  accident  record 
was  no  worse  this  year  than  in  the  past.  In 
the  last  five  years,  they  said,  the  RTD  has 
not  exceeded  its  deductible. 

They  hired  an  insurance  broker  to  help 
them  and  learned  that  insurance  companies 
have  become  skittish  about  providing  liabil- 
ity insurance  to  government  agencies,  un- 
less the  agencies  are  willing  to  pay  huge 
premiums. 

Dyer  said  he  expects  the  RTD  will  have  to 
pay  an  annual  premium  ranging  from  $2 
million  to  $4  million  to  insure  its  2,200  buses. 

Fare  Increases 

The  RTD  is  already  in  tough  financial 
straits.  It  has  recently  been  saddled  with  the 
loss  of  $43  million  in  local  transit  subsidies 
and  could  face  millions  of  dollars  in  addi- 
tional cuts  from  the  federal  government 
later  this  year.  A series  of  service  cutbacks 
and  fare  increases  took  effect  July  1,  when 
the  basic  fare  went  from  50  cents  to  85  cents. 

“It’s  crazy,”  director  Marvin  Holen  said  of 
the  insurance  situation. 

He  said  he  fears  the  total  cost  to  the 
district  could  climb  as  high  as  $5  million. 

“I  think  it’s  very  risky  to  run  without 
insurance.  We’ll  do  whatever  we  can  to  get 
insurance,  at  whatever  price  is  available,” 
Holen  added. 


"It  is  a serious  problem,”  said 
Robert  Batchelder,  chief  counsel 
for  the  American  Public  Transit 
Assn.,  whose  members  carry  95% 
of  the  country’s  transit  riders. 

"We’re  getting  a call  a day  from 
transit  systems  having  trouble  ob- 
taining coverage.  And  when  cover- 
age is  obtained,  it  is  at  greatly 
inflated  rates,”  he  said. 

Batchelder  and  others  said  the 
skyrocketing  rates,  which  also 
have  hit  governmental  agencies 
and  private  corporations  that  rely 
on  liability  or  catastrophic  insur- 
ance, is  not  due  to  a poor  record  by 
transit  operators  but  on  other  fac- 
tors. 
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State  OKs  plan  to  lower  child-care  insurance 


UNITED  PRESS  INTERNATIONAL 


SACRAMENTO  — The  insurance 
industry,  legislators  and  the  Deuk- 
mejian  administration  have  reached 
agreement  on  a plan  to  provide  af- 
fordable liability  insurance  to  Cali- 
fornia’s 40,000  licensed  child-care 
centers,  it  was  disclosed  yesterday. 

In  a letter  released  by  Sen.  John 
Seymour,  R-Anaheim,  state  Insur- 
ance Commissioner  Bruce  Brunner 
said  he  has  approved  a “market  assis- 


tance plan”  to  help  alleviate  rising 
premiums  and  shrinking  coverage 
for  child-care  providers. 

Brunner  said  his  approval  is  con- 
tingent upon  at  least  20  insurance 
companies  agreeing  to  participate  in 
the  plan  by  combining  resources  to 
provide  affordable  coverage.  But 
Seymour  said  only  13  firms  so  far 
have  volunteered  to  participate. 

Brunner  said  legislation  must  be 
enacted  to  get  the  needed  number  of 
insurance  companies  to  participate. 


The  insurance  industry  helped 
develop  the  plan. 

The  child-care  industry  this  sum- 
mer was  hit  with  premiums  that  in 
some  cases  had  tripled,  threatening 
to  put  some  providers  out  of  busi- 
ness. The  premiums  rose  partly  be- 
cause of  the  prospect  of  losses  in 
child  molestation  cases. 

Seymour  said  that  under  the  plan, 
“child  care  centers  whose  insurance 
rates  went  to  $250  to  $1,200  would  see 
it  reduced  to  the  $400  to  $500  level.” 


BUSINESS  INSURANCE,  7/8/85 


Public  entity  dilemma: 
Go  bare  or  bust 


By  MEG  FLETCHER 

Dallas  officials  don’t  like  it,  but  they  are  operating  their  city 
of  1 million  residents  without  liability  insurance. 

They  have  chosen  to  "go  bare”  since  May  1 rather  than  pay 
premium  increases  of  at  least  600%  and  as  much  as  1,000%  for 
less  liability  coverage  than  the  city  previously  had  for  police, 
public  officials  and  city  vehicles,  said  Risk  Manager  Mark 
Ferraro.  He  is  hoping  to  replace  the  coverage  by  early  fall. 

Other  public  entities  are  also  operating  without  liability 
coverage,  either  because  they  refuse  to  pay  the  price  insurers 
are  demanding  or  because  their  insurers  have  dropped  them: 

• Baton  Rouge,  La.,  with  450,000  area  residents,  has  gone 
without  primary  and  excess  general  liability  insurance  and  ' 
excess  auto  liability  insurance  since  April  because  officials 
there  believe  the  rates  quoted  to  them  this  year  were  too  high. 

Last  year,  the  city  paid  $116,490  for  $500,000  in  primary 
general  liability  coverage  above  a self-insured  retention  of 
$100,000  and  $50,000  for  excess  general  liability  and  excess 
auto  liability  coverage  up  to  $10  million. 

This  year,  Baton  Rouge  received  a $1.2  million  quote 
from  one  insurer  for  about  the  same  amount  of  coverage,  but 
over  a $500,000  self-insured  retention. 

The  city,  which  was  already  self-insuring  its  public  official 
and  police  professional  liabilities,  does  not  expect  to  be  able  to 


N«*t  w««k:  R«i«ct«d  by  commercial  Insurers,  public 
entitles  Join  risk  pooling  groups  to  cover  their  risks. 


renew  its  primary  auto  liability  coverage  in  November  either, 
said  Risk  and  Insurance  Manager  Irvin  F.  Jones. 

a Five  Rocky  Mountain  state  governments  recently  re- 
ceived non-renewal  notices  from  the  Colonial  Penn  Insurance 
Co.  for  their  comprehensive  general  liability  policies,  which 
include  coverage  for  police  and  public  officials. 

However,  Colonial  Penn  is  hopeful  that  an  agreement  on 
another  contract  can  be  reached  with  the  states — Colorado, 
Idaho,  New  Mexico,  Utah  and  Wyoming — before  policies  ex- 
pire in  September,  said  Cecil  Munson,  president  of  Public  En- 
tity Underwriters  Ltd.  in  Denver,  the  underwriting  manager 
for  Colonial  Penn. 

s About  25  California  counties  were  still  waiting  to'  hear 
last  week  if  they  would  have  excess  liability  insurance  after 
July  renewals. 

The  counties  were  struggling  to  put  together  limits  of  $15 
million  this  year,  to  replace  $30  million  in  coverage  that  they 
had  up  until  July  1. 

The  counties,  each  of  which  self-insures  the  first  $500,000  of 
its  liability  exposures,  purchase  their  excess  coverage  through 
a pooling  arrangement  set  up  through  the  County  Supervisors 
Assn,  of  California  Excess  Insurance  Authority  in  Sacra- 
mento. 

Last  year,  Transcontinental  Insurance  Co.  provided  $30 
million  in  excess  coverage  above  the  counties’  retentions,  but 
this  year  it  only  agreed  to  write  $500,000  excess  of  $500,000. 
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APPENDIX  F 


GENERAL  STANDARDS 
FOR 

INSURANCE  AND  BONDING 
REQU I REMENTS 

1.  CONSTRUCTION  CONTRACTS 

2.  LEASE  AND  CONCESSION 

CONTRACTS 

3.  PERSONAL  SERVICE  CONTRACTS 
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Housing  Authority:  Performance  Bond  and  Labor  and  Material  Payment  Bond 
required  for  contracts  over  $5,000, 
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GENERAL  STANDARDS  FOR  INSURANCE  AND  BONDING  REQUIREMENTS 
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Airport  Commission:  Property  Improvement  Coverage  required,  100%  of  the  replacement  value. 
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GENERAL  STANDARDS  FOR  INSURANCE  AND  BONDING  REQUIREMENTS 


■ft 


' 


III!  I j |![  15 


. 


77 


APPENDIX  G 


1.  SUMMARY  OF  STANDARD  BONDING 

AND  INSURANCE  REQUIREMENTS, 
SAN  FRANCISCO 


2.  SAMPLE  INSURANCE  CLAUSES  FOR 
PERSONAL  SERVICE  CONTRACT. 
SAN  FRANCISCO 
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Workshop  on  Bonding  and  Insurance 
Related  to  S.  F.  C/C  Contracts 


APPENDIX  G 


Room  1157,  350  McAllister  Street 
San  Francisco,  California 


The  following  is  a compilation  of  selected  bonding  and  insurance  coverages  required 
by  San  Francisco  City  and  County  Departments  and  Agencies  in  the  award  of  contracts. 
This  preliminary  study  material  is  provided  to  assist  the  workshop  discussion. 

1.  Workers’  Compensation  and  Employers'  Liability  Standard  $1,000,000 
(State  Law) 


2.  Comprehensive  General  Liability  Standard  $1,000,000 

Range  $300,000  - $5,000,000 


Professional  Liability 


Errors  and  Omission 


Standard  $1,000,000 

Range  $250,000  - $3,000,000 

Standard  $ 250,000 


4.  Comprehensive  Auto  Liability  Standard  $1,000,000 

Range  $0  - $1,000,000 

$0  - If  auto  is  not  used  in  contract 


5.  Blanket  Fidelity  Bond  Standard  $1,000,000 

Range  $50,000  - $1,000,000 
Various,  including  50%  contract 


6.  Bid  Bond  Standard  10%  of  Bid 

Bidder  Security  $20,000 

Good  Faith  Deposit  $2,000  - $5,000 


Faithful  Performance  Bond 


Standard  100%  Contract/ 
Ranges:  $40,000  - $200,000  Annual  Rent 

50%  - 100%  Contract/Minimum  Annual  Guarantee 


8.  Labor  and  Materials  Bond 


Standard  50%  - 100%  Contract 


9.  Guaranty  Bond  Standard  50%  Final  Contract 

10%  Total  Contract  or 

Faithful  Performance  Bond  in  force  the 
length  of  time  required  by  Guaranty  Bond 


I 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


SAMPLE  CLAUSES- PERSONAL  SERVICES  CONTRACT 

J • I nsurance  : Consultant  shall  procure  and  maintain  during  the  term 

of  this  contract  the  following  insurance: 

1.  Worker's  Compensation,  with  Employer's  Liability  limits  not 
less  than  $1,000,000  each  accident. 

2.  Comprehensive  General  Liability  Insurance,  with  limits  not  less 
than  $1,000,000  each  occurrence.  Combined  Single  Limit  Bodily  In- 
jury and  Property  Damage,  including  Contractual  Liability  and 
Completed  Operations  coverage. 

3.  Comprehensive  Automobile  Liability  Insurance  with  limits  not 
less  than  $1,000,000  each  occurrence.  Combined  Single  Limit  Bodily 
Injury  and  Property  Damage,  including  Employer's  non-ownership 
liability  and  hired  auto  coverages. 

Comprehensive  General  Liability  Insurance  and  Comprehensive  Automobile 
Liability  Insurance  policies  shall  be  endorsed  to  provide  the  following: 

1.  Name  as  Additional  Insureds  the  City  and  County  of  San  Francisco, 
its  officers,  agents  and  employees. 

2.  That  such  policies  are  primary  insurance  to  any  other  insurance 
available  to  the  Additional  Insureds,  with  respect  to  any  claims 
arising  out  of  this  contract,  and  that  insurance  applies  separately 
to  each  insured  against  whom  claim  is  made  or  suit  is  brought. 

k,.  indemnification:  Consultant  will  take  all  responsibility  for  its 
work,  must  bear  all  losses  and  damages  directly  resulting  to  it,  to  any 
of  its  subcontractors,  to  the  City,  the  City's  officers,  representatives, 
agents  and  employees,  on  account  of  any  act,  error  or  omission  in  its 
performance  of  this  Agreement.  Consultant  agrees  to  indemnify,  to  assume 
the  defense  and  to  hold  harmless  the  City  and  the  City's  Officers,  rep- 
resentatives, agents  and  employees  from  every  claim,  loss,  damages, 
injury  and  expenses  (including  attorney's  fees),  judgment  or  direct  or 
vicarious  liability  of  every  kind,  nature,  and  description  arising  in 
whole  or  in  part  from  its  performance  of  this  Agreemnt,  (unless)  judg- 
ment or  direct  or  vicarious  liability  is  caused  solely,  exclusively, 
and  directly  by  the  willful  misconduct  or  negligence  of  the  City,  the 
City's  officers,  representatives,  agents  and  employees. 
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APPENDIX  H. 


SURVEY  ON  BONDING,  INSURANCE  AND  FEES 
REQUIRED  BY  SAN  FRANCISCO  DEPARTMENTS 
AND  AGENCIES  IN  THE  AWARD  OF  CONTRACTS 


A SUMMARY  OF  THE  RESPONSES  RECEIVED  FROM  THE  36 
DEPARTMENTS  AND  AGENCIES  WITH  CONTRACTS  FOR  PROFIT. 
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SUMMARY : 


SURVEY  ON  BONDING,  INSURANCE  AND  FEES 
REQUIRED  BY  SAN  FRANCISCO  DEPARTMENTS  AND  AGENCIES 
IN  THE  AWARD  OF  CONTRACTS 


total,  departments  and  agencies 


I TH  CONTRACTS  FOR  PROFIT  IS  36 


SEPTEMBER  1985 


1.  In  order  to  do  business  with  your  agency  or  department,  is  a contract/vendor  required 
to  provide  specific  bonding,  insurance  and  fees? 


Yes  - 28 

No  4 

Other  - 4 


Other  responses  included:  No  contracts  let  by  us; 

not  required  by  us  but  by  City;  not  usually. 


2.  Hay  any  of  the  listed  bonds/insurance/fee  requirements  be  waived  or  adjusted? 


Yes 

No 

Other 


17 

10 

1 


No  answer 

Not  applicable  - 


If  yes,  please  describe  the  circumstances  and  procedures  for  such  waiver  or  adjustment. 

- Auto  liability  is  not  required  if  the  consultant  has  no  car  and  does  not  drive  in 

the  performance  of  the  duties  of  the  contract.  (Chief  Admin.  Officer) 

- Section  351  of  the  City  Planning  Code  allows  waivers  to  non-profit  organizations 

having  a regular  membership,  civil  welfare  goals,  and  exemption  from 
taxation  under  the  Internal  Revenue  Laws.  (City  Planning) 

- Requirement  (Comprehensive  General  Liability)  is  usually  not  waived,  but  could  be 

adjusted  with  proper  City  approval,  depending  on  amounts  and  risk  to  City, 
and  the  specific  contract.  (Civil  Service) 

- a)  Bonding  requirements  can  be  negotiated  depending  on  the  type  of  bid  and  risks 

involved,  b)  Insurance  requirements  may  be  increased  or  waived  depending  on 
the  risk  involved  and  type  of  work  to  be  performed,  c)  Bonds  may  be  paid  by 
cash  escrow  equal  to  25%  of  the  contract  amount  or  cash  bond  equal  to  25% 
of  the  contract  amount.  (Housing  Authority) 

- Auto  liability  is  waived  if  auto  is  not  used/required  by  the  terms  of  the 

contract  (personal  service  contract) . (Parking  Authority) 

- The  listed  requirements  are  general  standards,  developed  in  consultation  with  the 

City's  Risk  Manager.  The  insurance  and/or  bond  requirements  could  be  either 
adjusted  upward  or  downward  depending  on  the  particular  lease  or  contract 
involved  and  the  amount  of  exposure  to  risk  which  is  present,  as  determined 
by  the  staff,  the  City  Attorney  and  the  Risk  Manager.  (Port  Commission) 

- The  Director  can  waive  insurance  requirements  of  liability  or  lower  limits. 

This  is  for  small  contracts  or  very  short-term  contracts  when  obtaining 
insurance  is  not  time-or  cost-efficient,  and  when  the  City's  liability  is 
judged  to  be  minimal.  The  City's  Risk  Manager  is  consulted  .prior  to  any 
such  waiver;  however  final  authority  and  responsibility  rests  with  the 
Director.  (Public  Health) 

- In  some  instances  with  respect  to  professional  services  agreements,  after 

consultation  with  insurance  consultants,  specific  types  of  coverage  are 
waived  when  applicable  to  a specific  contract.  Example:  Consultant  who 
neither  drives  nor  rents  an  automobile.  The  coverage  may  be  waived.  (PUC) 

- The  City  requires  bonds  and  insurance  in  type  and  amount  appropriate  to  the 

particular  service/product  the  City  requires  from  the  contractor/vendor, 
tempered  by  the  realization  that  California's  joint  and  several  liability 
doctrine  often  makes  public  entities  the  "Deep-Pocket"  Co-Defendants  without 
much  evidence  of  Public  Entity  liability.  (Purchasing  Dept) 
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San  Francisco  Depts/Agencies  09/85 

2.  continued 

- Usually  additional  language  is  added  allowing  certificates  of  deposit  or  letters 

of  credit  in  lieu  of  bonds.  (Real  Estate) 

- Waivers/adjustments  are  giver,  on  a case  by  case  basis,  depending  on  the  nature  of 

services  to  be  provided.  The  proposed  contractor  appeals  to  the  respective 
contract  administrator  who  then  gets  a decision  from  the  Executive  Office 
a^ter  review  by  the  Legal  Division.  (Redevelopment  Agency) 

- All  of  them!  These  conditions  have  not  been  imposed  at  the  departmental  level. 

We  have  no  power  to  change  them.  * (Registrar) 

- The  Department  has  personal  service  contracts  for  psychological  screening°and 

legal  services.  No  insurance  is  required  in  cases  where  a vehicle  is  not 
used  as  part  of  the  contract.  The  Purchasing  Department  and  the  City 
Attorney's  Office  determine  when  insurance  is  not  necessary.  (Sheriff) 

If  individual  liability  elements  are  different  with  different  contractors,  the 
City  Risk  Manager  will  advise  us  on  the  particular  coverages  required  in 
specific  contractual  situations.  Bonds  are  usually  not  required  in  our 
contracts.  The  City  Purchaser  handles  any  bonding  requirements,  which 
would  be  found  only  in  bid  contracts.  (Social  Services) 

Purchaser  may  determine  to  waive  or  adjust  insurance  requirements  depending 
upon  the  nature  of  the  contract. 

The  agency  may,  after  consulting  with  the  City  Risk  Manager  increase  or 
decrease  insurance  requirements.  Also  auto  liability  can  be  waived  or 
adjusted*  (War  Memorial) 

3.  Have  there  been  specific  problems  with  IIBEs  and  WBEs  meeting  your  bonding/insurance/ 
fee  requirements? 

Yes  - 8 No  answer  - 7 

No  16  Not  applicable  - 2 

Other  - 3 


If  yes,  please  describe  the  problems  and  any  actions  you  have  taken  to  solve  the 
problems . 

- Problems:  a)  Sometimes  HBE/WBE's  cannot  acquire  bonds  due  to  high  costs  and  lack 

of  an  adequate  track  record  (three  years  or  more  in  business),  b)  MBE/WBE's 
sometimes  cannot  afford  to  compete  with  large  firms,  thereby  losing  the  bid 
and/or  never  competing.  Action  taken:  a)  1982,  Airports  Commission  approved 

Principal  Concession  Lease  with  requirements  and  goals  for  MBE/UBE/SBE 
subtenants.  1983,  a similar  lease,  North  Terminal  (Hub),  was  approved  with 
goals  for  MBE/UBE  participation.  As  a result,  five  MBE/WBE's  are  operating 
retail  shops  at  the  Airport,  b)  A small  business  policy  was  also  adopted  in 
1930  to  encourage  small  MBE/WBE's  to  bid  on  Airport  concession  contracts. 

As  a result  three  MBEs  are  operating  (California  Shoppe,  Soaps  & Lotions, 
and  Shoe  Shine),  c)  One  major  tenant  (ABC  Cigar)  is  a WBE  firm,  operating 
under  three  leases  (News,  Gifts,  Candy),  d)  The  food/beverage  concessionaire 
was  required  to  lease  a cookie  shop  (1982)  to  an  MBE . Current  negotiations 
are  under  way  to  require  additional  MBE/UBE  sublease (s)  in  the  South 
Terminal  Complex.  (Airports  Commission) 

- Most  of  our  contracts  are  with  individuals,  primarily  artists,  who  usually  cannot 

very  well  afford  to  put  out  the  required  premiums  before  they  receive  any 
money  from  the  contract.  We  are  powerless  to  solve  the  problem  because  the 
requirement  comes  from  the  Controller  and  Purchaser.  To  get  our  contracts 
through,  we  must  have  insurance.  (Arts  Commission) 

- Other  than  securing  the  normal  Certificate  of  Insurance  with  proper  endorsements 

may  cause  delays  in  executing  a contract.  (Controller) 
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3.  continued 

- There  have  been  complaints  from  many  small  contractors,  including  MBEs  and  UBEs, 

concerning  the  cost  and  availability  of  both  bonding  and 

insurance.  (Port  Commission) 

- This  information  has  not  been  collected.  However,  I believe  the  City’s 

insurance  requirements  may  be  difficult  on  small  contractors.  (Public  Health) 

- In  general  MBE/WBE  businesses  do  not  have  the  required  bank  lines  of  credit 

requiredfor  prime  projects  in  excess  of  $100,000.  The  contract  compliance 
office  of  the  PUC  recommends  to  the  contractor  the  names,  addresses  and 
telephone  numbers  of  insurance  brokers  who  may  be  able  to  assist  them.  (PUC) 

- The  problem  was  trying  to  secure  a fidelity  bond  for  a vendor  who  had  been 

awarded  a contract.  Attempts  to  find  this  insurance  failed — several  people 
tried  to  help.  The  insurance  industry  said  they  were  not  writing  fidelity 
bonds  for  anyone,  including  the  prior  vendor  for  this  particular  contract. 

The  City  Risk  Manager  talked  with  some  insurance  people  and  was  told  that 
if  the  vendor  was  "big  enough"  he  could  get  it.  This  was  not  so.  It  took 
the  vendor  one  year  to  get  the  much  needed  insurance.  The  real  problem  is 
the  "arrest  and  conviction"  clause  and  the  insurance  industry’s  reluctance 
(unwillingness)  to  insure  contracts  with  this  current  clause.  This  is 
a problem  and  needs  to  be  addressed  by  contractors,  insurance  industry 
and  business  community.  (Purchasing  Dept) 

- A single  MBE  had  difficulty  securing  a Labor  and  Materials  Bond  and  Performance 

Bond  because  their  bonding  company  allegedly  quit  writing  bonds  for  their 
type  of  work.  This  contractor  had  to  go  to  the  Small  Business  Administration 
to  secure  the  bond.  The  same  contractor  has  been  unable  to  secure  a 
guaranty  bond  to  date  for  a recently  completed  job.  The  agency  has  not 
changed  its  bond  requirements.  (Redevelopment  Agency) 

- Only  general  problems.  The  problem  is  with  any  small  business  getting  the  type 

and  amount  of  insurance  that  the  City  requires.  Nearly  all  MBE/WBEs  fall 
into  the  small  business  category.  When  and  if  they  get  it  (insurance), 
then  they  must  recover  the  cost  and  wind  up  with  uncompetitive  and/or  high 
prices.  One  small  business  partner  (not  MBE/WBE)  put  his  house  up  as 
security.  They  do  business  with  ten  (10)  other  counties  of  our  size  and 
never  had  seen  anything  like  the  requirements  San  Francisco 
imposes.  (Registrar) 

- The  MBE/WBEs  under  personal  service  contracts  are  not  required  to  have 

insurance.  (Sheriff) 

- In  one  case,  the  War  Memorial  submitted  a purchase  requisition  for  a specific 

job  recommending  an  MBE  vendor.  The  Purchaser  required  that  insurance  papers 
be  filed  by  the  MBE  prior  to  awarding  the  contract.  Following  many  follow-up 
calls  during  four  months,  the  MBE  contractor  did  file  insurance  papers  with 
the  Purchaser.  The  Purchaser  is  presently  reviewing  the  insurance  papers 
prior  to  issuing  the  purchase  order.  (War  Memorial  Board) 


4.  Does  your  agency/department  provide  written  information  about  the  bidding  process/ 
requirements  for  prospective  contractors/bidders? 


Yes  - 14 

No  - 15 

Other  - 1 


No  answer 
Not  applicable 


The  agencies/departments  providing  written  information  are 
Airports  Commission  Port  Commission 

Arts  Commission 
City  Planning  Dept. 

Housing  Authority 
Human  Rights  Commission 


Public  Health  Dept. 

Public  Utilities  Commission 
Dept,  of  Public  Works 
Purchasing  Dept. 


Real  Estate  Dept. 
Recreation  and 
Park  Dept. 
Redevelopment  Agency 
Social  Services  Dept 


Six  of  the  other  departments/agencies  said  the  Purchasing  Dept,  handled  all  for  them. 
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5.  Does  your  agency /department  maintain  a list  of 

Yes  - 13 

No  - 17 

Many  agencies/departments  stated  that  they  use 
the  Human  Rights  Commission  and  the  Purchasing 


MBE  and  WBE  vendors  and  contractors? 

No  answer  - 5 

Not  applicable  - 1 

the  MBE/WBE  Directory  provided  by 
Department . 


6.  Additional  comments. 

- In  March  1985,  I conducted  a survey  to  obtain  information  on  the  problems  and  kinds 

of  assistance  an  MBE/WBE  needed  to  develop  and  operate  a retail  concession 
at  SFIA.  (Airports  Commission) 

- The  Board  is  a LEGISLATIVE  body,  does  not  conduct  bidding 

operations.  (Board  of  Supervisors) 

- City  Attorney  does  not  have  any  specific  requirements  for  contractors  as  to 

bonding,  insurance  or  fees.  We  follow  contract  guidelines  of  the 

City's  Purchaser.  (City  Attorney) 

- The  Department  will  place  contract  notices  in  the  "Bids  and  Opportunities" 

publication  issued  by  the  Purchaser.  (City  Planning) 

- Most  goods  and  services  are  purchased  through  annual,  renewable  term  purchase 

agreements  or  service/maintenance  agreements  that  do  not  require  a formal 
contract  with  insurance  or  bonding. 

Underwriters  Laboratory,  Inc.  certification  is  required  by  the  City  on 
purchase  of  electrical  products.  (District  Attorney/Family  Support  Bureau) 

- The  Mayor's  Office  has  very  few  contractors  and  when  a new  contractual 

relationship  is  initiated,  preliminary  outreach,  bids,  etc.,  are  usually 
conducted  by  another  city  department  and  the  group  that  is  requesting  the 
contract.  (Mayor's  Office) 

- The  Port  relies  heavily  on  the  expertise  of  the  City's  Risk  Manager,  Mr.  Keith 

Grand,  and  he  should  be  involved  in  the  attempts  to  resolve  problems 
regarding  bonding  amd  insurance  requirements.  (Port  Commission) 

- In  my  experience  the  insurance  requirements  can  pose  two  significant  problems: 

1)  The  language  on  the  insurance  accord  must  precisely  include  "additional 
insured"  language. 

2)  If  insurance  is  allowed  to  expire  any /all  payments  in  progress  will  be 
delayed  until  a new  accord  can  be  forwarded  to  the  City 

Controller.  (Public  Health) 

- The  Library  processes  all  TPA's  and  contracts  through  the  Purchasing 

Department.  (Public  Library) 

- The  City  winds  up  paying  (indirectly)  for  the  added  cost  of  unnecessary  vendor 

insurance.  I'm  sure  that  the  total  "overcharges"  from  all  vendors  is  much 
greater  than  any  amount  we  could  possibly  lose  in  claims  against  the  City 
caused  by  underinsured  vendors. 

Unfortunately,  there  is  no  way  of  proving  this  as  small  businesses  recover 
their  extra  insurance  costs  by  simply  bidding  more  than  they  would  otherwise 
have  charged  us.  (Registrar) 

- Two  of  our  three  major  department  contracts  are  with  non-profits: 

a)  Eviction  Assistance  - Salvation  Army 

b)  Pretrial  Diversion  (Sheriff's  Department) 
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6.  continued 

- None  of  the  three  specialized  contracts  of  the  Treasurer’s  Office  require  any 

bonding,  insurance  or  fees.  The  three  contracts  are  for: 

a)  a fiscal  agent  in  New  York  redeeming  City  bonds  and  coupons  (since  1963); 

b)  a "Moneymax"  Investment  program  maintenance  and  time  sharing  by 

Wismer  Associates  which  developed  the  original  program  (since  1974); 

c)  a money  market  service  from  New  York  City  by  Telerate  Corporation  via 

video  display  in  Treasurer's  Office  (since  1978).  (Treasurer) 

- With  the  exception  of  two  concession  agreements  and  proprietary  term  purchase 

agreements,  all  contracts  for  goods  and  services  in  the  War  Memorial 
facilities  are  put  out  to  bid  and  awarded  by  the  Purchasing  Department. 

The  War  Memorial  may  recommend  a vendor  for  specific  goods  or  services 
and  will  in  that  case  attach  a vendor's  proposal  to  a purchase  requisition. 
However,  the  bidding  process  is  handled  by  the  Purchaser.  Should  it  be 
necessary  for  the  War  Memorial  to  obtain  bids  for  the  purpose  of  awarding 
a contract  without  assistance  from  the  Purchasor,  contract  requirements 
would  be  identified  and  included  on  a request  for  bid  form  that  would  include 
bidding  process  information  and  which  would  be  sent  to  qualified 
vendors.  (War  Memorial) 


NOTES  a)  THE  TREASURER'S  OFFICE  AND  THE  TAX  COLLECTOR ' S OFFICE 
HAVE  RESPONDED  WITH  ONE  REPORT  FOR  BOTH  OFFICES- 
b)  THE  SHERIFF'S  DEPARTMENT  HAS  TWO  REPORTING  UNITS  FOR 
THE  PURPOSES  OF  THIS  REPORT  * THE  FOOD  SERVICES 
PROGRAM  AS  WELL  AS  THE  OTHER  REGULAR  PERSONAL 
SERVICES  CONTRACTS- 

THEREFORE,  THE  NUMBER  OF  REPORTING  UNITS  FOR  THE 
REPORT  WILL  REMAIN  AT  36. 
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APPEND  IX  I . 


SURVEY  OF  MINORITY,  WOMEN  AND  LOCAL  ENTREPRENEURS 
ON  THE  BONDING,  INSURANCE  AND  FEES  REQUIRED  TO 
CONTRACT  WITH  THE  CITY  AND  COUNTY  OF  SAN  FRANCISCO 


A SUMMARY  OF  THE  RESPONSES  RECEIVED  FROM  201  BUSINESS  OWNERS 
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201 


SU***ARY  : 


SURVEY  OF  MINORITY,  WOMEN  AND  LOCAL  ENTREPRENEURS  ON  THE 
BONDING,  INSURANCE  AND  FEES  REQUIRED  TO  CONTRACT  WITH  THE 
CITY  AND  COUNTY  OF  SAN  FRANCISCO. 

TOTAL  RETURNS  - 


1.  Type  of  Business: 


Local 

Non-Local 

Total 

Minority  Male 

58 

59 

117 

Minority  Female 

24 

11 

35 

White  Female 

29 

19 

48 

TOTAL 

111 

89 

200 

No  Answer  = 1 

Note:  There  were  no  responses  from  local  businesses  which  were 

not  minority  or  woman-owned. 


2.  Are  you  registered  with  the  San  Francisco  Human  Rights  Commission? 


Yes  - 174 
No  - 17 
Don' t know  - 4 
No  answer  - 6 


3a.  Has  your  firm  ever  submitted  a bid 
of  San  Francisco? 

Yes  - 110 
No  - 87 
Other  - 1 
No  answer  - 3 


or  proposal  to  a department/agency 


(Worked  only  as  a subcontractor,  not 
the  prime.) 


3b.  Has  your  firm  ever  been  awarded  a contract  by  a department /agency  of 
San  Francisco? 


Yes 

No 

Other 
No  answer 


- 64 

- 129 

2 (Awarded  contract  only  as  a subcontractor; 
6 therefore,  no  bonding  required.) 

(Award  is  pending.) 


4.  There  were  59  respondents  (of  the  64  who  had  received  City  contracts)  who 
provided  details  on  their  experiences: 


Twenty- two  firms  had  received  more  than  one  contract.  The  dollar  amount 
of  the  contracts  received  ranged  from  a low  of  $170  to  a high  of  $1,300,000. 
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4. 


(continued) 


Contract 


//  of  Firms 


$170-$19, 999  68 

$20,  000-$49,  999  17 

$50, 000-$99,  999  9 

$100, 000- $4 99, 999  20 

$500, 000-$999,  999  4 

$1,000,000-$1,300,000  1 

The  most  often  required  insurance  and  bonds,  as  reported  by  these 
respondents,  were: 

Workers  Compensation  $1,000,000 

Comprehensive  General  Liability  $1,000,000 


(Other:  $500,000;  $2,000,000) 

Comprehensive  Auto  Liability  $1,000,000 

Professional  Liability  $1,000,000 

(Other:  $300,000;  $500,000;  $2,000,000) 


Bid  Bond 


Performance  Bond 
Fidelity  Bond 


5.  Has  your  firm  ever  been  awarded  a bid/contract  but,  due  to  problems  in 
meeting  bonding/ insurance/fee  requirements,  you  had  to  forfeit  or  not 
accept? 


Yes  - 8 

No  - 185* 

No  Answer  - 7 

N/A  - 1 


*Several  people  responded  that  they  did  not  bid  on  a 
contract  because  they  knew  they  would  have  problems 
securing  the  necessary  insurance  or  bonding. 
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6.  Has  your  firm  ever  had  a contract  with  a public  agency  other  than  San 

Francisco  where  an  alternative  approach  to  bonding/insurance/fee  was  used? 


Yes  - 23 

No  - 1 67 

Other  - 3 

No  answer  - 6 

N/A  - 2 


7.  Do  you  believe  MBEs,  WBEs,  and  SBEs  have  a problem  in  obtaining  required 
bonding,  insurance  and  fees? 


Yes 

- 

99 

No 

- 

52 

Don't  know 

- 

22 

No  experience 

- 

9 

No  answer 

- 

8 

N/A 

- 

4 

Other 

- 

7 

willing  to  participat 

Yes 

_ 

111 

No 

- 

80 

Other 

- 

1 

No  answer 

- 

8 

N/A 

- 

1 

9.  Would  you  be  willing  to  participate  in  a follow-up  interview? 


Yes 

No 

No  answer 
Other 


150  ** 
38 
10 
3 


**Those  responding  "yes"  to  these  questions  were 
identified  as  potential  participants  in  the 
focus  group  sessions. 


SUMMARY  OF  THE  ANALYSIS  IS  ATTACHED. 
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SURVEY  QUESTIONS 
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;ITE  OF  RESPONSES  TO  SURVEY  QUESTION  #5  (WITH  SELECTED 


No  answer  checked,  but  following  continent:  An  alternative  approach  is  for  the  end  user  to  cut  the  check  to  the 

supplier  in  partials.  Last  partial,  distributor  takes  profit  and  mails  remainder  to  supplier. 
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IITE  OF  RESPONSES  TO  SURVEY  QUESTION  #6  (WITH  SELECTED 
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IITE  OF  RESPONSES  TO  SURVEY  QUESTION  #7  (WITH  SELECTED 


* * * * 


* * * ****** 


Is 

(0  < 


p a- 

ET  B 


o (D  pj  03  — W 
O 0-09  — ft 

- CD  I— 1 


fiffH 


| !!!§• 
to  g_rt 

rt  H*  H- 
O'  M 05 
P H* 
rt  rt 

8^  8 
fg§ 

| (t* 

3 co  £ 
rt  to  T 
co  H-  P- 

0 S P* 


^ o-  ro 

I §1" 


o 


o 


•gsgs'^si 

\ S S ’ to  8* 

S">  8 hSS 

5 a §■§!  si' 

n.  n O 

*■*  03  ro  cd  rt  co  Q- 

S’m3  fix.  2 E-l 
• E B o-  « v”  * 

I — 1 (0  (0  f 

|||e 

agoL.  ..... 

^(t)g93pS° 

pilii-i 

COP  Q VJ  P H-  CO 


rtj  id  rt 

S13-"  ? 
® &8  S 

llh 


a or 


d 'C  3 

* 9 S 

P CO  P 
(D  H-  CO 

^8 

P 5 

nS^ 

O R rt 

KPS' 

_ 3 

sr* 


< 

H*  I,  P p 8*  R P " n>  o^ 
rr  3 S P H-  h-1  ^<3  t-»H3  P 
boro  O rt  t-1  o'  P rt  ^ 

& mi  p T3  h.‘ c & an  o o' 

p*  rt  i-t  ?r  p p < h-  d cr  S a (i) 

< O ■WO  H-O  CD  a(D  Hi  9 op  o 

o vs  rt  j>»  5 o*  o i-hi3  O'  o - o' . 

• o o'-  ocfa  M O'  o rt  H-  g M o -* 

HfD  t-ncT  Op  -O'QOVJH-QP 
Ortn  3 < rt(D  p H 

_ o p o . o P o 
Q £ ^ H-HD  £ rr’O  rt  co 

fD  h-^  rt  rt  O'  < 3 P a tt  to  w 

||PO^S  Qi 3 

mo  Q^gpfigboit 
rto  g3 “ ?h8 *5 6 a 

. r_g'P3cort<POOrt*  0 

%%  SiS  g 8-B  R ° ">  S-"  & 

O - P-  P H-  I — 1 O <09  CO  TJOOM 
pHowrtOPtr,*P'PpOPPi-hrtO 
to  3 0(0  to  (!)  9 ID  O rtRiHiO’D  O 

rtPOH*  CO  I—*  P l-h  O'  H*  Q-  H*  M 
P - QHtiCOH-  ffhO  Hrt  O to  H 
O,O'_H3O(Dbop30OP)fflt0O  p 

l — 1 O 2 Eo  P co  p 3 3 H--0  3 M O M rt 

■ ■ - p.  . cr  ho  a a e h-  bmp 

OP  POrtg^g^rp 
P o o'  p a rt  p M CT  3 P P 

rt  a H-  B _ i-1  rt  O rt  M 

O M M 3 CT  O M 3T  P 09 

■ L-  • -3  H*  P P tS>  H-  rt  O rt 
_ rtHWP  b 09  rt  H3  p T3  P rt  rt  H*  M O' 

rt  d Htoft  rt-  hit  to  hrt?  OOP 

O'!-1  P O O co  O'  PPOrtH'Prt009rt 

P rt  w P 3 - MPPPCOMjtOpQ^O' 

"C  Q ,0  o O P rt  rt  OP'1''  ^ 

M K§M  ‘ 


BS  a. 

Q M O' 


8<n°% 
rt  p O Hi  ^ 


8.8  MiQ 
o'  ^ p co  : 


? 


w S 


. J (-*•  p 

i rt  a-  _ p ^ 


8 S . . . 

0 P O'  H*  • 
O l-*  I-1  rt 
E _ O )< 
rt  B 

P 09  H- 
p p d 

g!«3i 

3S5’8 
OiTo  ' 

S S’1-1 

j i fi  r 

9 H H1 

P O M B 
O B4  O'  ° 

:sli 

d P rt 

o ?r  o'  p 

n • p rt 
p p H- 

» o 


57" 
,®  “ » 
O'  W H-* 

9 ? H 


^ pf 

H S P 
or  t-*  P 

rt  Hi’B 

I Iff 

5"  g 

O rt  rt 


co  09  rt 
_ P H* 

§ "P. 

0 rt^b 
P O'  P 
P rt 


! S 

tfD  ^ a.  O'  MiJJ 


I 


_ ^ BS<EH 

_ CTrtcn  dT)  O^  t-*  M» 
B*pp  5*rtH*P  O'P 

rtO'P  Mi  H*(D  5*P 

P'BB£88&En> 

Paqort  p w rt 

"'ss'e-l 

P H P 

W-  HP  to  w 

O mt  3 O 
Hh  • O*  O - 
Ml  P rt  O 

S'  b 0'S 

r 3 r 

CO  HO  P 

P vT  ’ 

* Sjg 

D.  Ht) 

M.  O HO 

& p is 


w 

rs- 

ll 

O P 

S'- 


■ 

-8 


95 


L I 

TECHNICAL  ASS  I 
PROV I D I 


ST  OF 

STANCE  ORGANIZATIONS 
NG  SERVICES 
TO 


MINORITY  AND  WOMEN-OWNED  BUSINESSES 


PROVIDING  SERVICES  TO  MINORITY 

AMERICAN  INDIAN  CENTER 
Chockie  Cottier,  Exec.  Dir. 

225  Valencia  St. 

San  Francisco,  CA  94103 

ARRIBA  JUNTOS 

Lee  Soto 

2017  Mission  St. 

San  Francisco,  CA  94103 

ASIAN  BUSINESS  ALLIANCE 
749  Lincoln  Ave. 

Alameda,  CA  94501 

ASIAN  BUSINESS  LEAGUE 
Landy  Eng 

166  Geary,  Suite  800 


San  Francisco, 

CA 

94102 

ASIAN,  INC. 
Wilson  Chang 
1670  Pine  St. 
San  Francisco, 

CA 

94109 

BAY  AREA  URBAN  LEAGUE 
Percy  Steele,  Pres. 

Kaiser  Center  Mall,  Suite  211 
344  - 20th  St. 

Oakland,  CA  94612-2593 

BUSINESS  DEVELOPMENT,  INC. 

Debra  Norman 
1485  Bayshore  Blvd. 

San  Francisco,  CA  94124 

BLACK  BUSINESS  ASSOCIATION 
Gerald  W.  Johnson,  Pres. 

1255  Post  St.,  Suite  625 
San  Francisco,  CA  94109 

CHINESE  FOR  AFFIRMATIVE  ACTION 
Henry  Der 
17  Brenham  Place 
San  Francisco,  CA  94108 

CHINATOWN  RESOURCES  DEVELOPMENT  CENTER 

Chui  Lim  Tsang 

615  Grant  Avenue,  4th  Floor 

San  Francisco,  CA  94108 


ORGAN  I ZAT I ONS 

AND  WOMEN  OWNED  BUSINESSES 

CALIFORNIA  ASSOCIATION  OF 

MINORITY  AMERICAN  CONTRACTORS 
670  Monterey  Pass  Road 
Monterey  Park,  CA  91754 

DEVELOPMENT  ASSOCIATES,  INC. 

Steve  Stripp 

Minority  Business  Development  Center 
693  Sutter  St. , 3rd  Floor 
San  Francisco,  CA  94102 

FIL-AM  EMPLOYMENT  AND  TRAINING  CENTER 
2940  - 16th  St. 

San  Francisco,  CA  94103 

LOCAL  INITIATIVE  SUPPORT  CORP. 

Henry  Mestre 
21  Sutter  St. 

San  Francisco,  CA  94104 

MISSION  ECONOMIC  DEVELOPMENT  ASSN. 
Robert  Spintzer,  Director 
Business  Development  Corp. 

987  Valencia  St. 

San  Francisco,  CA  94110 

MINORITY  CONTRACTORS  ASSOCIATION 
OF  NORTHERN  CALIFORNIA 
Betty  Berry,  Director 
610  - 16th  St. , Suite  214 
Oakland,  CA  94612 

MINORITY  CONTRACTORS  ASSOCIATION 
OF  NORTHERN  CALIFORNIA 
Betty  Berry,  Director 
1613  Kirkwood  Ave. 

San  Francisco,  CA  94124 

MALDEF 

Joaquin  Avila 
28  Geary 

San  Francisco,  CA  94108 

MULTI  SERVICES  CENTER  FOR  KOREANS 
1362  Post  St. 

San  Francisco,  CA  94109 

NATIONAL  ASSOCIATION  OF  WOMEN  IN 
CONSTRUCTION 
Patricia  Naki 
3198  Merced  Court 
Santa  Clara,  CA  95051 
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TECHNICAL  ASSISTANCE  ORGANIZATIONS 


SAMOAN  COMMUNITY  COUNCIL 
2225  Mission  St. 

San  Francisco,  CA  94110 

SPANISH  SPEAKING  UNITY  COUNCIL 
Mike  Freedland 
1900  Fruitvale  Ave. 

Oakland,  CA  94601 

UNITED  JAPANESE  COMMUNITY  SERVICES 
2012  Pine  St. 

San  Francisco,  CA  94115 

URBAN  ECONOMIC  DEVELOPMENT  CORP . 

Samuel  Williams,  Exec.  Dir. 

2030  Divisadero 

San  Francisco,  CA  94115 

WEST  BAY  FILIPINO  MULTI-SERVICES  CORP. 
335  Valencia  St. 

San  Francisco,  CA  94103 

SAN  FRANCISCO  BLACK  CHAMBER  OF  COMMERCE 
Fred  Jordan,  Pres. 

Ill  New  Montgomery  St. 

San  Francisco,  CA  94105 

NORTHERN  CALIFORNIA  BLACK  CHAMBER 
OF  COMMERCE 

Oscar  Coffey,  Jr. , Pres. 

7700  Edgewater  Drive 
Oakland,  CA  94621 

CHINESE  CHAMBER  OF  COMMERCE 
730  Sacramento  St. 

San  Francisco,  CA  94108 

MEXICAN- AMERICAN  CHAMBER  OF  COMMERCE  - 
BAY  AREA 
317  - 12th  Ave. 

San  Francisco,  CA  94118 

HISPANIC  CHAMBER  OF  COMMERCE  OF 
SANTA  CLARA  VALLEY 
85  Paseo  de  San  Antonio,  #200 
San  Jose,  CA  95113 

WOMEN  ENTREPRENEURS 
Anette  Harris,  Pres. 

385  Ivy  St. 

San  Francisco,  CA  94102 


ADVOCATES  FOR  WOMEN 
Barbara  Woodard,  Exec.  Dir. 

25  Drumm  St.,  Suite  300 
San  Francisco,  CA  94111 

GOLDEN  STATE  BUSINESS  LEAGUE 
Ellen  Williams 

Wells  Fargo  Bldg. , Suite  315 
333  Hegenberger  Road 
Oakland,  CA  94621 

INSTITUTE  FOR  WOMEN  AND  ECONOMIC 
DEVELOPMENT 

1537  Webster  St.,  Suite  E 
Oakland,  CA  94612 

ORGANIZATION  OF  WOMEN  ARCHITECTS 
AND  DESIGN  PROFESSIONALS 
C.  B.  Crump 
P.0.  Box  26570 
San  Francisco,  CA  94126 

SAN  FRANCISCO  WOMEN’S  CENTER 
The  Women's  Building 
2543  - 18th  St. 

San  Francisco,  CA  94110 

TRADESWOMEN,  INC. 

P.O.  Box  40664 

San  Francisco,  CA  94140 

WOMEN  IN  APPRENTICESHIP 
693  Mission  St. 

San  Francisco,  CA  94105 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 
Business  Development  Specialist 
U.S.  Department  of  Commerce 
Box  36114 

450  Golden  Gate  Avenue 
San  Francisco,  CA  94102 

PACIFIC  INT’L.  COMMERCE  & PLANNING 
CORP . (MBDA) 

Ed  Rivera,  Exec.  Dir. 

665  Grant  Ave.,  3rd  Floor 
San  Francisco,  CA  94108 

RMC  GROUP,  INC.  (MBDA) 

Jose  F.  Placencia 
Building  9 

4701  Patrick  Henry  Drive 
Santa  Clara,  CA  95054 
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TECHNICAL  ASSISTANCE  ORGANIZATIONS 


U.S.  SMALL  BUSINESS  ADMINISTRATION 
Carol  G.  Ferrant 
Business  Development  Specialist 
San  Francisco  District  Office 
211  Main  St. 

San  Francisco,  CA  94105 

REGIONAL  SMALL  BUSINESS  DEVELOPMENT  CORP. 
California  Small  Business  Development 
Board 

Oakland , CA 

MINORITY  BUSINESS  DEVELOPMENT  CENTER  - 
SAN  FRANCISCO/OAKLAND 
Lester  Roddy,  Project  Dir. 

1 California  St. , Suite  2100 
San  Francisco,  CA  94111 

MINORITY  BUSINESS  DEVELOPMENT  CENTER  - 
SAN  FRANCIS CO/ OAKLAND 
Duane  K.  Okamoto 
1 California  St.,  Suite  2100 
San  Francisco,  CA  94111 

MINORITY  SMALL  BUSINESS  AND  CAPITAL 
OWNERSHIP  DEVELOPMENT 
R.  Stephen  Bangs,  Asst.  Administrator 
Regional  Office 

450  Golden  Gate  Ave.,  Box  36044 
San  Francisco,  CA  94102 


JAMES  H.  LOWRY  & ASSOCIATES 
James  H.  Lowry 
303  E.  Wacker  Drive,  #1340 
Chicago,  IL  60601 

MINORITY  CONTRACTORS  ASSISTANCE 
PROJECT 

Sherman  Brown,  Pres. 

89-50  - 164th  St.,  Suite  2B 
Jamaica,  NY  11432 

MINORITY  CONTRACTORS  ASSISTANCE 
PROJECT 

1346  Connecticut  Ave.,  NW,  Suite  520 
Washington,  DC  20036 
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TECHNICAL  ASSISTANCE  ORGANIZATIONS 


Additional  Resources  for  Assistance 


BAY  AREA  PURCHASING  COUNCIL 
JoAnn  Black 
220  Bush  Street 
San  Francisco,  CA  94104 


INDEPENDENT  INSURANCE  AGENTS 
AND  BROKERS  OF  CALIFORNIA 
465  California  Street 
San  Francisco,  CA  94104 


INSURANCE  EDUCATIONAL  ASSOCIATION 
300  Montgomery  Street 
San  Francisco,  CA  94104 


PROFESSIONAL  INSURANCE  AGENTS, 
CALIFORNIA/NEVADA 
Patrick  J.  Kelly,  President 
Tarantino  & Kelly  Insurance  Service 
1952  Lombard  Street 
San  Francisco,  CA  94123 


MINORITY  BUSINESS  DEVELOPMENT  PROJECT 
Dr.  Willis  Kirk,  Coordinator 
San  Francisco  Community  College 
District 
33  Gough  Street 
San  Francisco,  CA  94103 


NATIONAL  ASSOCIATION  OF  SURETY 
BOND  PRODUCERS 

5454  Wisconsin  Avenue,  Suite  1625 
Chevy  Chase,  MD  20815 


SURETY  ASSOCIATION  OF  AMERICA 
100  Wood  Avenue  South 
Iselin,  NJ  08830 
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LIST  OF 

INVITEES  TO  FOCUS  GROUP  SESSIONS 
ON  INSURANCE,  BONDING  AND  FEE 
REQUIREMENTS  FOR  CONTRACTING  WITH 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
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INVITEES  TO  FOCUS  CROUP  SESSIONS* 
ON  INSURANCE,  BONDING  AND  FEE 
REQUIREMENTS  FOR  CONTRACTING  WITH 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


Small  Business  Entrepreneurs 


*Royce  Dyer /Gwen  Kaplan 
ACE  MAILING 
San  Francisco,  CA 

David  Saldana 

ADVANCED  CLEANING  SYSTEMS 

San  Francisco,  CA 

*Leroy  Albert/Christopher 
Albert 

ALBERT  ELECTRIC  COMPANY 
Oakland , CA 

Etta  Allen 

ALLEN  HEATING  & SHEET  METAL 
Greenbrae,  CA 

Kenneth  Iwagaki 
ALLIED  ENGINEERING  CO. 

San  Jose,  CA 

Edward  Baca 
EDWARD  W.  BACA 
Redwood  City,  CA 

Darlene  Jang 
BARCELONA  & JANG 
San  Francisco,  CA 

Edd  R.  Convey 

BIG  EDD'S  MAINTENANCE  SERVICE 
Stockton,  CA 


Isabel  Bradshaw 
BRADSHAW  ARCHIETECTS 
Oakland,  CA 


Raymond  Brooks 

RAYMOND  BROOKS  ENGINEERING 

Foster  City,  CA 


* INDICATES  ATTENDEES  AT 


Edwin  Cheung 

C & L CONSTRUCTION  COMPANY 
San  Francisco,  CA 

*Jan  Kern an 
CITY  DIAGNOSTICS 
San  Francisco,  CA 

*Martin  Del  Campo 
DEL  CAMPO  & MARU 
San  Francisco,  CA 

*Renan  G.  Dominguez 
DOMINGUEZ  ASSOCIATES 
South  San  Francisco,  CA 

James  E.  Leach 

EFFECTIVE  SECURITY  SERVICES 

Novato,  CA 

*Carlos  Leal 

EMPIRE  M.B.E,  OPERATIONS,  INC. 

San  Francisco,  CA 

L.  Mark  Sennette 
FAIRFAX  ARCHITEX 
Oakland,  CA 

Faye  Bernstein 

FAYE  BERNSTEIN  & ASSOCIATES 

San  Francisco,  CA 

Gwen  Henry 

GARRISON  ROOFING  AND  CONSTRUCTION  CO. 
San  Francisco,  CA 

*Ray  N.  Santos 

GOLDEN  SHIELD  BUILDING  MAINTENANCE 
San  Francisco,  CA 

Henry  Wong 

HEW  DRILLING  CO . , INC . 

Palo  Alto,  CA 


1THER  OR  BOTH  SESSIONS 
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Andrew  Jeanpierre 
JEANPIERRE  & CO. 

San  Francisco,  CA 

Keilani  Tom 
KEILANI  TOM  DESIGN 
San  Francisco,  CA 

Lucy  Lacy 
LUCY'S  SALES 
Oakland,  CA 

Ronald  Omori 

MINATO  ELECTRIC  CORPORATION 
San  Francisco,  CA 

*Doris  L.  Mitchell-Woods 
MITCHELL  HOME  DECOR 
San  Francisco,  CA 

*A.  Dominick 
OAKLAND  OIL  CO.,  INC. 

Oakland , CA 

Walter  L.  Rainwater 
Tracy  Buchanan 
OCEAN  SPRAY  PLASTERING  CO. 

San  Francisco,  CA 

Irwin  Hamilton 
OCEAN  VIEW  UPHOLSTERY 
San  Francisco,  CA 

Ed  Malone 

OLIVER  BROTHERS  GLASS  CO.,  INC. 
San  Francisco,  CA 

*Ruth  Gordon 

PEGASUS  ENGINEERING,  INC. 

San  Francisco,  CA 

Renato  G.  Martinez 
RGM  ASSOCIATES 
Los  Altos,  CA 

Louise  Riswold 
LOUISE  RISWOLD  DESIGN 
San  Francisco,  CA 


Antonio  Ruiz 

A.  RUIZ  CONSTRUCTION 
San  Francisco,  CA 

G.  A.  Saavedra 

SAAGAN  MOVING  & STORAGE  CO. 

San  Francisco,  CA 

Carolyn  Smith 

SMITH'S  ACTION  MAINTENANCE  CO. 
El  Cerrito,  CA 

Raymond  Coats 
SUPER  CARPET  CLEANING 
San  Francisco,  CA 

Carol  W.  Chen 

SYSTECH  ENGINEERING,  INC. 

Lafayette,  CA 

Curtis  Edwards/Gary  Robbins 
URBAN  ALTERNATIVES 
Berkeley,  CA 

*Howard  E.  Harkness 
W & F BUILDING  MAINTENANCE  CO. 
San  Francisco,  CA 

John  T.  Warren 
J.  WARREN  & ASSOCIATES 
Oakland , CA 

B.  McBee 

WEST  COAST  SAFETY,  INC. 

San  Jose,  CA 

Robert  Wilson 

WILSON  ELECTRIC  CO.  INC. 

Oakland,  CA 

Robert  B.  Wong 

ROBERT  B.  WONG  ARCHITECTS 

San  Francisco,  CA 

Sam  Yamato 

YAMATO  ENGINEERING,  INC. 
Oakland,  CA 

*J.  W.  Shaffer,  Jr. 

YOUNG  PATROL  SERVICE 
San  Francisco,  CA 


INDICATES  ATTENDEES  AT  EITHER  OR  BOTH  SESSIONS 
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Technical  Assistance  - Organizations  and  Individuals 


ASIAN,  INC. 

Wilson  Chang 
San  Francisco,  CA 

BAY  AREA  URBAN  LEAGUE 
Percy  Steele,  President 
Oakland,  CA 

BUSINESS  DEVELOPMENT,  INC. 

Debra  Norman 
San  Francisco,  CA 

BLACK  BUSINESS  ASSOCIATION 
Gerald  W.  Johnson,  President 
San  Francisco,  CA 

* CHINESE  FOR  AFFIRMATIVE  ACTION 
Henry  Der/Eric  Jue 
San  Francisco,  CA 

Steve  Stripp 

DEVELOPMENT  ASSOCIATES  INC. 

Minority  Business  Dev.  Center 
San  Francisco,  CA 

*MISSION  ECON  DEVELOPMENT  ASSN 
Business  Development  Corp. 

Robert  Spintzer,  Director 
San  Francisco,  CA 

MINORITY  CONTRACTORS  ASSN  OF 
NORTHERN  CALIFORNIA 
Betty  Berry,  Director 
Oakland , CA 

MALDEF 

Joaquin  Avila 
San  Francisco,  CA 

NATIONAL  ASSN  OF  WOMEN  IN  CONSTRUCTION 
Patricia  Naki 
Santa  Clara,  CA 

SPANISH  SPEAKING  UNITY  COUNCIL 
Mike  Freedland 
Oakland , CA 


URBAN  ECONOMIC  DEVELOPMENT  CORP.  (UEDC) 
Samuel  Williams,  Exec.  Dir. 

San  Francisco,  CA 

SAN  FRANCISCO  BLACK  CHAMBER  OF  COMMERCE 
Fred  Jordan,  President 
San  Francisco,  CA 

ORGANIZATION  OF  WOMEN  ARCHITECTS  & DESIGN 
PROFESSIONALS 
C . B . Crump 
San  Francisco,  CA 

WOMEN  ENTREPRENEURS 
Anette  Harris,  President 
San  Francisco,  CA 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 
Business  Development  Specialist 
U.S,  Department  of  Commerce 
San  Francisco,  CA 

PACIFIC  INTL  COMMERCE  & PLANNING  CORP. 
(MBDA) 

Ed  Rivera,  Exec.  Dir. 

San  Francisco,  CA 

RMC  GROUP,  INC.  (MBDA) 

Jose  F.  Placencia 
Santa  Clara,  CA 

Carol  G.  Ferrant 

Business  Development  Specialist 

S.F.  District  Office 

U.S,  Small  Business  Administration 

San  Francisco,  CA 

MINORITY  BUSINESS  DEVELOPMENT  CENTER 
S.F. /OAKLAND 

*Lester  Roddy,  Project  Director 
San  Francisco,  CA 

JoAnn  Black 

BAY  AREA  PURCHASING  COUNCIL 
San  Francisco,  CA 


* INDICATES  ATTENDEES  AT  EITHER  OR  BOTH  SESSIONS 
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Insurance  Industry 


Don  Henderson 

THE  HARTFORD  INSURANCE  GROUP 
San  Francisco,  CA 

*James  Stark 
EVERETT  W.  STARK  & CO. 
San  Francisco,  CA 

Roger  E.  Lintlop 

RICHARD  N.  GOLDMAN  & COMPANY 

San  Francisco,  CA 

*Lynn  Kagaki 
AETNA 

Walnut  Creek,  CA 

*Paul  Britto 
CALSTATE  INSURANCE 
Oakland , CA 

*Cliff  Salwen 

CASEY  & CO.  INSURANCE  BROKERS 
San  Francisco,  CA 

Jerry  W.  O’Kane/Dick  Poppe 
INDEPENDENT  INSURANCE  AGENTS  & 
BROKERS  ASSOCIATION 
San  Francisco,  CA 

*Patrick  J.  Kelly 

TARANTINO  & KELLY  INSURANCE  SERVICE 
and  PIA,  Calif /Nevada 
San  Francisco,  CA 

DEALY  RENTON  AND  ASSOCIATES 
Oakland , CA 

*James  E.  Light 
HARTFORD  INSURANCE  GROUP 
San  Francisco,  CA 

Conway  Judd 

GENERAL  ACCIDENT  INSURANCE  CO. 
San  Francisco,  CA 

*Stephen  W.  Grant 
HARTFORD  INSURANCE  GROUP 
San  Francisco,  CA 

Joseph  Shakespeare 

AETNA  LIFE  INSURANCE  & CASUALTY 

Walnut  Creek,  CA 

*Dennis  Penley 
AETNA 

Walnut  Creek,  CA 

Olivia  Pugh 
(BSMC) 

Oakland,  CA 

* James  O’Roscoe 

AAMB  INSURANCE  AGENCY 
San  Jose,  CA 

* Roosevelt  Carrie 
R.  CARRIE  AGENCY 
San  Francisco,  CA 

*Dave  Crain 
EVERETT  W.  STARK  & CO. 
San  Francisco,  CA 

William  H.  Breeden 

PENINSULA  EXCESS  INSURANCE  BROKERS 

Monterey,  CA 

INDICATES  ATTENDEES  AT  EITHER  OR  BOTH  SESSIONS 
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INVITEES  TO  FOCUS  CROUP  SESSIONS* 


San  Francisco  Government 


Keith  Grand 
CITY  RISK  MANAGER 
San  Francisco,  CA 

*Gail  Roberts 
HUMAN  RIGHTS  COMMISSION 
San  Francisco,  CA  94103 

*Bert  Campbell 

Minority  Business  Development 
Program 

PURCHASING  DEPARTMENT 
San  Francisco,  CA 

Dr.  Brenda  Wade 
Chairperson 

HUMAN  RIGHTS  COMMISSION 
San  Francisco,  CA 

David  K.  Yamakawa,  Chair 
MBE/WBE/LBE  Ordinance 
Community  Advisory  Committee 
San  Francisco,  CA 

*Frank  Anderson 
HUMAN  RIGHTS  COMMISSION 
San  Francisco,  CA 

*Grant  Mickens,  Director 
HUMAN  RIGHTS  COMMISSION 
San  Francisco,  CA 


* INDICATES  ATTENDEES  AT  EITHER  OR  BOTH  SESSIONS 


APPENDIX  L 


LETTERS  OF  INVITATION 
AND  REPLY  FORM 
FOR  FOCUS  GROUP  SESSIONS 
ON  BONDING  AND 
INSURANCE  REQUIREMENTS 
FOR  THE 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
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Ailccn  C.  Hernandez  A//ociate/ 

Urban  Consultants 

497  Fulton  Avenue.  San  Francisco,  CA  94102 
(415)  861*6434 


Aileen  C Hernandez 


Jacqueline  Bradford 
Patsy  G.  Fulcher 


Re:  Workshop  on  Bonding  and  Insurance  Requirements  for  City 

Contracting 

The  San  Francisco  Human  Rights  Commission  has  contracted  with  our  firm,  under 
Ordinance  139-84  (Minority /Women/Local  Business  Utilization  Ordinance)  to 
provide  technical  assistance  to  the  Commission  in  the  implementation  of  this 
new  legislation. 

As  you  are  probably  aware,  the  intent  of  the  Ordinance  is  to  maximize  the 
equitable  involvement  of  minority  business  enterprises  (MBEs),  women  business 
enterprises  (WBEs)  and  local  business  enterprises  (LBEs)  in  City  contracting. 

To  facilitate  this  City  policy,  the  Human  Rights  Commission  has  authorized  a 
study  of  the  bonding,  insurance  and  fee  requirements  and  practicies  related 
to  doing  business  with  the  City  and  County  of  San  Francisco. 

A culmination  of  the  study  will  be  a focussed  workshop  designed  to  provide 
practical  solutions  to  the  problems  that  have  been  identified  from  a survey 
of  MBEs,  WBEs  and  other  business  people.  Because  of  your  concern  with 
minority  and  women  business  development,  we  thought  you  might  want  to  share 
your  expertise  on  this  subject.  The  proceedings  of  the  workshop  will  be  a 
part  of  the  official  study  report. 

You  are  invited  to  attend  EITHER  of  two  sections  of  a discussion  on  the  subject, 
to  be  held  in  Room  1157  of  the  State  Building,  350  McAllister 

Street,  in  San  Francisco.  We  have  divided  the  group  into  two  sections  in  order 
to  involve  as  many  people  as  possible  and  still  maintain  a discussion  format, 
and  we  have  invited  representatives  from  the  insurance  industry  to  meet  with  us. 

Section  A will  take  place  from  3:30  p.m.  to  5:00  p.m.,  and  Section  B,  from 
5:30  p.m.  to  7:00  p.m. 

Because  space  is  limited,  we  must  have  an  accurate  count  of  those  who  plan  to 
attend  each  section.  Please  complete  the  enclosed  stamped,  addressed  post 
card  and  return  it  to  us  IMMEDIATELY.  We  will  do  our  very  best  to  accommodate 
your  first  choice  and  will  notify  you  of  the  section  to  which  you  have  been 
assigned. 

Thank  you  for  your  cooperation  in  the  study;  we  believe  that  the  information 
we  are  compiling,  with  your  help,  will  be  extremely  important  in  making  the 
City’s  MBE/WBE/LBE  Ordinance  an  effective  instrument. 
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Aiken  C.  Hernandez  A//ociate/ 

Urban  Consultants 

497  Fulton  Avenue,  San  Francisco.  CA  94102 
(415)  861-6434 

Aileen  C.  Hernandez  Jacqueline  Bradford 

Patay  G.  Fulcher 


TO: 


FROM:  Aileen  C.  Hernandez  Associates 

RE:  Workshop  on  Bonding  and  Insurance  Requirements  for  City  Contracting, 


We  appreciate  very  uuch  your  helpful  responses  to  our  recent  survey  on  bonding 
and  insurance  requirements  related  to  contracting  with  the  City  and  County  of 
San  Francisco.  Your  survey  response  indicated  that  you  are  willing  to  take 
part  in  a focussed  workshop  designed  to  provide  practical  solutions  to  the 
problems  that  have  been  identified. 

You  are  invited  to  attend  EITHER  of  two  sections  of  a discussion  on  the  subject, 
to  be  held  in  Room  1157  of  the  State  Building,  350  McAllister 

Street,  in  San  Francisco.  We  have  divided  the  group  into  two  sections  in  order 
to  involve  as  many  people  as  possible  and  still  maintain  a discussion  format, 
and  we  have  invited  representatives  from  the  insurance  industry  to  meet  with  us. 

Section  A will  take  place  from  3:30  to  5:00  p.m.  , and  Section  B,  from  5:30  to 
7:  00  p.m. 

Because  space  is  limited,  we  must  have  an  accurate  count  of  those  who  plan  to 
attend  each  section.  Please  complete  the  enclosed  stamped,  addressed  post  card 
and  return  it  to  us  IMMEDIATELY.  We  will  do  our  very  best  to  accommodate  your 
first  choice  and  will  notify  you  of  the  section  to  vfaich  you  have  been  assigned. 

Thank  you  again  for  your  cooperation  in  the  study;  we  believe  that  the  informa- 
tion we  are  compiling,  with  your  help,  will  be  extremely  important  in  making  the 
City's  MBE/WBE/LBE  Ordinance  an  effective  instrument. 
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Aiken  C.  Hernandez  A//ociate/ 

Urban  Consultants 

497  Fulton  Avenue,  San  Francisco.  CA  94102 
(415)  861-6434 

Jacqueline  Bradford 
Patsy  G.  Fulcher 


Alleen  C.  Hernandei 

WORKSHOP  ON  BONDING  AND  INSURING 


Room  1157,  350  McAllister 
San  Francisco 

AGENDA 

1.  Introductions 

2.  Description  of  the  Study  and 

Goals  for  the  Workshop:  Aileen  C.  Hernandez 

3.  Summary  Report  on  Insurance  Requirements  of 

City  Departments  and  Agencies:  Patsy  G.  Fulcher 

A.  Summary  Report  on  Issues  Relating  to  Insurance  and 

and  Bonding  Raised  by  MBE’s/WBE’s:  Jacqueline  Bradford 

5.  General  Discussion 

6.  Summary  and  Recommendations 

7.  Completion  of  Survey  Forms 

8.  Adjournment 
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CHECKLIST  FORM 
USED  BY 

COUNTY  OF  ALAMEDA 


_ 
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CERTIFICATE  OF  INSURANCE 

SERVICE  CGnTEaTFS 


APPEND  I X M 

EXHIBIT  C 
Page  1 


(OTE : No  other  certificate  forms  will  be  accepted. 

please  complete  the  following  information: 
l 

;0NTR  ACT  OR : 

,0NTR ACT _ TERM : Alameda  County  Agency  or  Department 


QLlCY/BOND  ENDORSEMENT  REQUIREMENTS 


iontractor's  policies  or  bonds  shall  be  endorsed  as  follows: 

lame  Alameda  County,  its  Board  of  Supervisors,  officers,  agents  and  employees  as 
idditional  Insured/Obligees,  but  County  is  not  liable  to  the  insurance  company  for  any 
iremiums,  costs  or  assessments  in  connection  with  Contractor's  policy/bond,  as  a result 
if  being  an  Additional  Insured. 

'rovide  County  30  days  advance  written  notice  of  cancellation,  non-renewal  or  reduction 
n limits  or  coverage  including  the  name  of  the  Contract,  mailed  to  the  following 
iddress: 


ounty  Department  to  Receive  Notice(s)  Individual  Coordinating  Contracts 

| Address  City,  State,  Zip 

late  the  Contractor's  policy/bond  is  primary  insurance  to  any  other  insurance  available 
j o County  with  respect  to  any  claim  arising  out  of  this  contract. 

lontractor  is  responsible  for  payment  of  insurance  deductibles. 

nsurance  companies  must  have  an  "A.M.  Best"  rating  of  B+,  X.  or  better. 

i [QUIRED  COVERAGES  - Where  "X"  Appears  in  Box  CERTIFICATES  OF  INSURANCE 


J 1.  Workers'  Compensation 

a.  Statutory  Compensation  coverage. 

b.  Employer's  liability  insurance  with 
limit  not  less  than  $100,000  per 
occurrence. 


Insurance  Company(s) 

Policy  Number(s)  Policy  Per ioo^uates) 

Signature  of  Individual  authorizeu 
by  Insurance  Company  to  bind  Company 
to  coverage  shown,  and  above 
endorsement  requirements. 


Name 


Address 

City,  State,  2ip 
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Exhibit  C,  Page  Z 


. 

?rvice  Contract 


!QUIRED  CGvEPAbES  - Uhere  “A1'  Appears  in  Box  ■ lEkflFlCAHS  OF  INSURANCE 


7 2. 

Comprehensive  General  Liability 

a.  Minimum  Limits  of  Liability: 

$1,000‘, 000  per  occurrence  combined 
single  limit  bodily  injury  and 

Insurance  Company(s) 

property  damage. 

Policy  Number(s)Pol icy  Period  (dales; 

b.  Coverages: 

[77  Bodily  Injury 

7x7  Property  Damage 

/ x / Blanket  Contractual 

/ / Personal  Injury 

7~7  Products/Completed  Operations 

Signature  of  Individual  authorized  by 
Insurance  Company  to  bind  Company  to 
coverage  shown,  and  above  endorser;, ent 
requirements . 

77  Broad  Form  Property  Damage 

/ / Fire  Damage  Legal  Liability 

Name 

c.  Deductible  not  to  exceed  $1,000 

Address 

per  occurrence. 

City,  State,  Zip 

/>~T  Cross  Liability  or  Severability  of 
Interests  Clause  in  policy 

7 3. 

Comprehensive  Automobile  Liability 

a.  Minimum  Limits  of  Liability: 

Insurance  Company(s) 

$1,000,000  per  occurrence  combined 

Policy  Number(s)Pol icy  Period  (dates) 

single  limit  Bodily  Injury  and 
Property  Dan, age. 

Assigned  risk  insurance  at  available 
State  financial  responsibility  limits. 

Signature  of  Individual  authorized  by 
Insurance  Company  to  bind  Company  to 
coverage  shown,  and  above  endorsement 
requirements. 

b.  Coverages: 

Name 

I~1  Owned  Automobi les,  if  any 

Address 

77  Nori-owned  Automobiles 
U Hired  Automobiles 

City,  State,  Zip 

77  Cross  Liability  or  Severability  of 
Interests  clause  in  policy 

11 


I 


! 

ervice  Contract  Exhibit  C,  Page  3 


;0U I RE  D COVERAGES  - Where  "X"  Appears  in  Box 

CERTIFICATES  OF  INSUkANCE 

,<74.  Professional  Liability 

! m 

1.  For  professional  employees  licensed 

Insurance  Company(s) 

as  a condition  of  employment  at  the 
beginning  of  contract  term  or  hired 

Policy  Number(s)Pol icy  Perioo  (dates) 

during  the  contract  terms,  insuring 
against  error  or  omission  in  rendering 
or  failing  to  render  professional 
services.  Coverage  shall  continue  for 
a minimum  of  five  years. 

Signature  of  Individual  authorized  by 
Insurance  Company  to  bind  Company  to 
coverage  shown,  and  above  endorsement 
requirements. 

a.  Minimum  Limits  of  Liability: 
J>1 ,000,000  per  c 1 a ini 

Name 

b.  Deductible  not  to  exceed  $1,000 

Address 

per  claim. 

City,  State,  Zip 



I w 

Five  years  extended  discovery. 

If  this  coverage  is  not  provided, 
this  statement  should  be  part  of 
insurance  clause  of  contract: 
"Contractor  shall  procure  and 
maintain  professional  liability 
coverage  for  five  years." 

m 

Cross  Liability  or  Severability  of 
Interests  Clause  in  policy 

n 

2.  Contractor  certifies  there  are  no  licensed 
or  certified  professional  employees  at  con- 
tract effective  date  and  will  notify  County 
and  comply  with  this  professional  liability 
insurance  provision  if  professional 
employees  are  hired  during  contract  term. 

Signature 

Printed  Name  Title 

Bonds/Crime  Insurance 

n 

1.  Fidelity  Insurance  Bond 

a.  Faithful  Perf ormance  Coverage  of 
all  officials,  agents,  and 
employees  with  access  to  funds 
received  by  Contractor. 

Insurance  Company(s) 

Policy  Number( s)Pol icy  Perioo  (dates) 

Signature  of  Individual  authorized  by 
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QU I RE  D COVERAGES  - Where  "X"  Appears  in  Box 


Exhibit  C,  Page  4 


CERTIFICATES  OF  1 NSOkAhCE 


Limits  shall  at  least  be  equal  to 
maximum  County  funds  in  contractors 
possession  or  control  during 
contract  term. 


f~l  2.  Money  and  Securities  Policy 

a.  Insurance  against  the 
disappearance,  destruction  or 
wrongful  abstraction  of  funds  on 
and  off  premises  of  contractor. 

b.  Limits  shall  be  at  least  equal  to 
maximum  County  funds  in  contractors 
possession  or  control  during 
contract  term. 


Insurance  Company  to  bind  Company  to 
coverage  shown,  and  above  endorsement 
requirements . 

Name 

Address 

State,  City,  2ip 


insurance  Company(s) 

Policy  Number(s)Pol icy  Period  (dates) 

Signature  of  Individual  authorized 
Insurance  Company  to  bind  Company  to 
coverage  shown,  and  above  endorsement 
requirements. 

Name 

Address 

City,  State,  2ip 


Other  (Describe  below) 


Insurance  Company(s) 


Policy  Number(s)Pol icy  Period  (dates) 


Signature  of  Individual  authorized 
by  Insurance  Company  to  bind  Company 
to  coverage  shown,  and  above 
endorsement 
requirements. 


Name 

Address 

City,  State,  Zip 
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LETTER  FROM 

GOLDEN  GATE  BRIDGE  DISTRICT 
W I THDRAW I NG 

REQUIREMENT  FOR  LIABILITY 
I NSURANCE 

ON  A SPECIAL  PROJECT 
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e*  GOLDEN  GATE  BRIDGE.  HIGHWAY  AND  TRANSPORTATION  DISTRICT 


June  11,  1985 


Subject:  Request  for  Proposals  - Study  of  Travel  Patterns 


Gentlemen : 

Please  be  advised  that  the  District  will  not  require 
professional  liability  insurance  as  specified  under 
item  8 C on  pages  5 and  6 of  the  contract  for  Professional 
Services  attached  to  the  Request  for  Proposals  regarding 
Study  of  Travel  Patterns  and  Demographic  and  Motivational 
Characteristics  of  Commuters  in  the  Golden  Gate  Corridor 
dated  May  31,  1985. 


and  Demographic  and  Motivational  Characteristics 
of  Commuters  in  the  Golden  Gate  Corridor 


Very  truly  yours, 


Jerome  M.  Kuykendall 
Director  of  Planning 
and  Policy  Analysis 


Ifel 


